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Marquette

the Superior bcation

November 18. 2005

Honorable Mayor, Members of the City Commission,
And the Citizens of Marquette, Michigan

Ladies and Gentlemen:

The Comprehensive Annual Financial Report (CAFR) of the City of Marquette, Michigan for the fiscal
year ended June 30, 2005, is hereby submitted in accordance with Section 8.9 of the City Charter. State
and Federal statutes. The City Charter and statutes require that the City of Marquette, Michigan issue an
annual report on its financial position and activity and that this report be audited by an independent firm
of certified public accountants. Responsibility for both the accuracy of the data and the completeness and
fairness of the presentation, including all disclosures, rests with the City’s management. We believe the
data as presented is accurate in all material aspects, that it is presented in a manner designed to fairly set
forth the financial position and results of operations of the City as measured by the financial activity of its
various funds, and that all disclosures necessary to enable the reader to gain the maximum understanding
of the City’s financial activity have been included.

“ REPORTING ENTITY

The financial reporting entity (the City) includes all the funds of the primary government (i.e., City of
Marquette, Michigan as legally defined), as well as all of its component units. The criterion used in
determining the reporting entity 1s in accordance with Statement #14 by the Governmental Accounting
Standards Board (GASB). Component units are legally separate entities for which the primary
government is financially accountable. Blended component units (although legally separate entities) are.
in substance, part of the primary government’s operations and are included (blended) as part of the
primary government. The City of Marquette Building Authority is included as a blended component unit
because its sole purpose is to finance and construct the City’s public buildings. Discretely presented
component units are reported in a separate column in the combined financial statements to emphasize that
they are legally separate from the primary government and to differentiate their financial position, results
of operations, and cash flows from those of the primary government. The City of Marguette Board of
Light and Power, the City of Marquette Downtown Development Authority, the Marquette Housing
Commission and the Peter White Public Library are reported as discretely presented component units in
this CAFR.
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CITY PROFILE ”

The City of Marquette is the county seat of Marquette County and is the largest community in Michigan’s
Upper Peninsula. The county contains the largest land mass out of all Michigan counties, encompassing
1,878 square miles. The City is located on the south shore of Lake Superior and is one of the oldest
communities in Michigan’s Upper Peninsula. Founded in 1849 with the discovery of high grade iron ore,
the City has been a major port for shipping for more than 100 years. It was incorporated as a village in
1859 and as a city in 1871 under the provision of Act 279, PS 1909, as amended (Home Rule City Act).

The City provides a full range of municipal activities including: executive, elections, general services,
administraiion, law enforcement, fire protection, protective inspection, public parks and recreation,
cultural, conservation of natural resources, planning, and other functions. In addition, the City maintains
four enterprise funds providing water and sewer utilities, marina services, transportation rental services,
and stormwater management.

The City of Marquette is organized under the Commission-Manager form of government. The
Commission consists of seven members, elected at large, who are residents of the City and qualified to
vote under the constitution and laws of the State of Michigan. The members of the Commission are
elected to serve staggered terms of three years with a maximum of six consecutive years. The Mayor and
Mayor Pro-Tem of the City are elected annually from amongst the Commission members. The
Commission appoints the City Manager and the City Attorney. All other administrative appointments are
the responsibility of the City Manager.

ECONOMIC CONDITIONS AND OUTLOOK

With a stable population of approximately 20,000 residents and affordable living — average annual income
approximately $30,000, median home price $80,000, average two-bedroom apartment monthly rental cost
$400 — the City is positioned to withstand the current nation-wide economic uncertainty. The City’s
major employers, Northern Michigan University and Marquette General Hospital, continue to help
strengthen the area economy. NMU, despite State funding cutbacks, is increasing enrollment to near
record levels and MGH continues to expand which should help bring more jobs and spending to the local
economy. The area’s timber operations are self-sustaining and continue to provide employment and
pump money into the local economy and the iron ore mines continue operations after a brief close down
in the summer of 2001. The City still has room to expand in its industrial park and interest appears to be
picking up in potential companies desiring to locate there. These additions will add more jobs, more
spending, and added property tax base to the local economy.

The City also continues to benefit economically as a popular recreation and vacation spot as there are
plenty of both summer and winter recreational activities. This past summer saw the continuation of
Cruise Ships visiting the City as a regular stop on tours of the Great Lakes which will provide even
greater opportunities to pump more money into the local economy. Also, through its Downtown
Development Authority, the City continues to work with the downtown merchants and provide
opportunities for attracting more visitors to Marquette’s downtown shopping district. Current projects
include adding a linear park with an out-door ice skating rink in the downtown area and to continue to
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strongly support the festivals which bring in several thousands of visitors to the City each year.

Marquette continues to provide a quality of life that is difficult to match anywhere in the country. Qur
leadership continues to guide the future of Marquette with a proactive, visionary approach and an
appreciation for cooperation and teamwork. Nearly 160 community volunteers serve on the City’s 24
boards, committees, and commissions. The City will prosper and continue to be a “Superior Location”
with open government leadership, a strong education system, an active business community and spirited
citizen involvement.

FY 2005 INITIATIVES H

Some of the major themes which guided projects and initiatives for FY 2005 were as follows:
s Infrastructure Repairs, Replacements and Improvements
e Equipment and Technology Replacements and Improvements
¢ Development of the Founders Landing (formerly South Rail Yard) Property

In accordance with these themes, the following was accomplished in FY 2005:
Stormwater Drainage Improvements - $1,322,913

Water/Sewer System Improvements — $3,187,421

Street/Road Reconstruction - $1,231,562

Technology and Vehicle Replacements - $386,700

Founders Landing Construction - $2,309,130

NN S K

PLANNING FOR THE FUTURE

Key components of the City Commission approved Strategic Plan for FY 2005 were:
= Develop our Master Plan to incorporate our vision concepts.
= Maintain our leadership role in infrastructure development and improvements.
— Continue to foster regionalism.

#1) Develop our Master Plan to incorporate our vision concepts.

» Develop a vision using the vision concepts collected from area residents, boards, committees,
and commissions.

» Waterfront Plan from Hawley Street to the City Limits.

» Other issues to be addressed are: Hospital Zone, Site Plan Review, Nerth and South
McClellan Avenue, Railroad Properties, Seventh Street Extended, Iron Bay Business Park and
Shoreline Erosion, Trail System (motorized and non motorized), and Pilings Re-use.

#2) Maintain our leadership role in infrastructure development and improvements.
» Undertake major and local street reconstruction projects.

» Work toward having overhead utilities converted to underground.

» Monitor Wastewater Treatment Plant.
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Evaluate clearing the median of utilities, signs, and trees during major street
reconstruction and renovation projects.
Conduct an over all evaluation of park facilities and uses for best utilization.

#3) Continue to foster regionalism.
» Partner with others to complete a demographic assessment.
» Continue to address senior and recreation issues from a regional perspective.

Plans

beyond FY 2005 will continue to emphasize the major themes of aggressive infrastructure

improvement, technology enhancement, and maintenance of currently operating facilities with an even
stronger emphasis on the waterfront and downtown areas.

FINANCIAL INFORMATION - THE NEW REPORTING MODEL FORMAT

The Format of the report using the GASB Statement 34 guidelines is significantly different from prior

years.

This is the third year that the City has prepared the comprehensive annual financial report using the

new reporting model format. The objective of the new model is to increase accountability of the City by
providing more useful information to a wider range of users. A few of the more significant changes
include:

*
...

\/
*

The financial information has been moved from the transmittal letter to the ‘Management
Discussion and Analysis’ (MD&A). This provides a more in-depth review and discussion of the
City’s financial position. GASB Statement 34 provides very specific guidance for topics that
must be covered in the MD&A. Unlike the transmittal letter, the MD&A is reviewed by the
auditors. Most readers will read this section first. Many of the key financial topics are covered by
the MD&A. The MD&A can be found immediately after the auditor’s opinion letter.

For the first time, entity wide statements are presented on a full accrual basis of accounting.
Streets, bridges, and sidewalks have been included in the Statement of Net Assets as capital
assets. Capital assets are depreciated. Long-term debt has been reported. The full accrual
method is better for addressing overall operating results and financial position of the City as an
economic entity.

In the basic financial statements, individual fund activity is disclosed tor ‘major’ funds.
Nonmajor funds are combined in one column. Reporting by major fund helps readers’ focus
attention on the big picture items. As in prior years, the statements for governmental activities are
reported on a modified accrual basis. This means that all non-entity wide statements require
reconciliation schedules to the entity wide statements.

Because of the different basis of accounting (full accrual vs. medified acerual), numbers will not
easily trace to the entity wide statements without the reconciliation. The modified accrual basis of
accounting is the traditional method used for governmental activities. The modified accrual
method provides an casier framework for budgeting and controlling expenditures.
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OTHER FINANCIAL INFORMATION “

Risk Management — The objective of risk management is to provide maximum quality protection to the
City’s assets, employees and the public at the lowest possible cost. Various risk control techniques,
including employee accident prevention training, have been implemented to minimize accident-related
losses. The City is constantly evaluating its risk management practices seeking to improve its safety and
loss control functions, insurance placement, and financing practices.

As of July 1, 1997 the City of Marquette initiated a comprehensive risk management program with the
Michigan Municipal Liability & Property Pool for general liability, public efficial’s errors and omissions,
police professional liability, personal injury and broadcaster liability, and automotive liability insurance.
The Michigan Municipal Liability Workmen’s Compensation Pool is used for employee injury claims.
Both of these are risk sharing pools whereby member premiuns are used to pay member claims in excess
of deductibles and to purchase commercial excess insurance coverage.

Cash Management — Pursuant to the cash management policy of the City, cash temporarily idle during
the year was invested in those investments authorized by law and included certificates of deposit, demand
savings accounts, and securities sold by the United States government or its agencies and State approved
municipal trust funds. The City invests all funds’ cash, with maturities planned to coincide with cash
needs utilizing the pooled cash concept whenever possible. Any cash available for longer term investing
1s reviewed by the Investment Advisory Board which meets quarterly. The Board of Light and Power
Electric Utility Fund has separate cash management and investing practices apart from all other City
funds. The operations of the Light and Power Utility are administered by an elected Board.

The City of Marquette’s investment policy is to minimize credit and market risks while maintaining a
competitive yield on its portfolio. Detailed information is presented in Footnote B, which classifies levels
of risk for deposits and investments.

Pension Benefits — The City provides retirement benefits to its employees through one of three different
plans. The Pension Funded Ratio (PFR) of the Actuarial Accrued Liability measures the progress of the
systems in accumulating benetfits when due.

Qualified employees of the Fire and Police Departments are included in a single-employer public
employee retirement system under the guidelines of Public Act 345 and is accounted for as a Pension
Trust Fund. As of December 31, 2004, this plan had a PFR of 110%, down from the December 31, 2003
PFR of 118%.

Qualified Senior and Middle Management employees are included in a defined contribution plan. This
plan had no unfunded liabilities as of December 31, 2004.

All other qualified employees are included in an agent multiple-employer public emplovee retirement
system that acts as a common investment and administrative agent for all Michigan municipal employees.
As of December 31, 2004, this plan had a PFR of 85%, down slightly from the PFR of 87% of December
31, 2003.
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OTHER INFORMATION N

Independent Audit - The City Charter requires an annual audit of the accounts, financial records, and
transactions of all administrative departments of the City by an independent certified public accountant
selected by the City Commission. This requirement has been completed and the independent auditor’s
report has been included in this report.

Awards — The Government Finance Officers Association of the United States and Canada (GFOA)
awarded a Certificate of Achievement for Excellence in Financial Reporting to the City of Marquette,
Michigan for its comprehensive annual financial report for the fiscal year ended June 30, 2004. This is
the 19" consecutive year that the City has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program’s
requirements and we are submitting it to the GFOA to determine its eligibility for another certificate.

Other awards recently presented to the City include: All American City designation for Marquette
County, Cool City designation from the Governor, Governor’s Council on Physical Fitness, Health and
Sports for Level 3 Promoting Active Communities, Tree City USA from the National Arbor Day
Foundation for the past twenty-one consecutive years, Excellence in Storage from the Salt Institute for the
last ten consecutive years, USEPA Region 5 Award of Excellence to the Marquette Arca Wastewater
Treatment Facility in 1996 and 2001, Eminent Conceptor Award and Grand Award from American
Consulting Engineers Council for Excellence in Engineering for the Water Filtration Plant in 1998, Honor
Award from American Academy of Environmental Engineers for Excellence in Engineering for the Water
Filtration Plant in 1998, Public Awareness Award from Michigan Section AWWA in 1998, Onge of the
best places to live and bike from Bike Magazine, named among The 100 Best Small Art Towns in
America, and the Governor’s Award for the Arts and Culture Center in 2004.

Acknowledgments — Special recognition must be extended to members of the Finance Department who
assisted with the development of the Comprehensive Annual Financial Report and annual independent
audit. We wish to express our appreciation to all members of the City’s departments and the accounting
firm of Anderson, Tackman and Company, PLC, who contributed to this preparation.

We would also like to thank the members of the Marquette City Conunission for their interest and support
in planning and conducting the financial operations of the City in a responsible and progressive manner.
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INDEPENDENT AUDITORS’ REPORT

Honorable Mayor, Members of the City
Commission and the City Manager of the
City of Marquette, Michigan

We have audited the financial statements of the governmental activities, business-type activities,
discretely presented component units, major funds, and remaining fund information, which
collectively comprise the basic financial statements of the City of Marquette, Michigan as of and for
the year ended June 30, 2005, as listed in the table of contents. These financial statements are the
responsibility of the City's management. Our responstbility is to express an opinion on these
financial statements based on our audit. We did not audit the financial statements of the Board of
Light and Power, a component unit of the City, which represents 79 percent and 87 percent of the
assets and revenues of the component unit column. Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included
for the Board of Light and Power, is based solely on the report of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit, and the report of the other auditors,
provides a reasonable basis for our opinion.

In our opinion, based on our audit and the report of the other auditors, the basic financial statements
referred to above present fairly, in all material respects, the financial position of the governmental
activities, business-type activities, discretely presented component units, major funds and remaining
fund information of the City of Marquette, Michigan at June 30, 2005, and the changes in financial
position and cash flows, where applicable, of those activities and funds and the budgetary
comparison for the general fund and major special revenue funds for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Management’s Discussion and Analysis on pages 21 through 30 and the Analysis of Funding
Progress on pages 88 through 90 are not required parts of the basic financial statements, but are
supplementary information required by the GASB. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the information and
express no opinton on it.
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Honorable Mayor, Members of the City
Commission and the City Manager of the
City of Marquette, Michigan

we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued a separate report to
management dated November 18, 2005 on our consideration of the City of Marquette, Michigan’s
internal control over financial reporting and our tests of its compliance with certain provision of
laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on the internal control over financial reporting or
on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should considered in assessing the results of our audit.

Qur audit was made for the purpose of forming an opinion on the City of Marquette, Michigan’s
basic financial statements taken as a whole. The combining and individual fund statements and
schedules as listed in the accompanying table of contents are presented for the purpose of additional
analysis and are not a required part of the basic financial statements of the City of Marquette,
Michigan. Such information has been subjected to the auditing procedures applied in the audit ot the
basic financial statements and, in our opinion, based on our audit and the report of the other auditors,
is fairly stated in all matenal respects in relation to the basic financial statements taken as a whole.

The introductory and statistical sections, as listed in the accompanying table of contents, are
presented for purposes of additional analysis and are not a required part of the financial statements.

Such information has not been subjected to the auditing procedures applied in the audit of the
financial statements and, accordingly, we express no opinion on it.

Arderson, Tackmar & Compary, PLC

Certified Public Accountants

November 18, 2005
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City of Marquette, Michigan
MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of the City of Marquette’s financial performance provides an overview of the
City’s financial activities for the year ended June 30, 2005, Please read it in conjunction with the financial
statements, which begin on page 32.

FINANCIAL HIGHLIGHTS

» Net assets for the City as a whole increased by $1,103,304 as a result of this year’s operations.
Net assets of our business-type activities increased by $429,266, or one percent, and net assets of
our governmental activities increased by $678,038, or three percent.

e During the year, the City had expenses for governmental activities that were $9,606,454 more
than the $10,662,443 generated in program revenues and other program sources.

¢ The City’s business-type activities increased net assets by $429,266 from operations.

¢ The general fund reported a net change in fund balance of $104,900. This is $660,660 higher than
the forecasted decrease of $(555,760).

USING THIS ANNUAL REPORT

This annual report consists of a series of financial statements. The Statement of Net Assets and the Statement
of Activities (on pages 32 and 33) provide information about the activities of the City as a whole and present a
longer-term view of the City’s finances. Fund financial statements start on page 34. For governmental
activities, these statements tell how these services were financed in the short term as well as what remains for
the future spending. Fund financial statements also report the City’s operations in more detail than the
government-wide statements by providing information about the City’s most significant funds. The remaining
statements provide financial information about activities for which the City acts solely as a trustee or agent for
the benefit of those outside the government.

Reporting the City as a Whole

Our analysis of the City as a whole begins on page 23. One of the most important questions asked about the
City’s finances is * Is the City as a whole better off or worse off as a result of the vear’s activities?” The
Statement of Net Assets and the Statement of Activities report information about the City as a whole and about
its activities in a way that helps answer this question. These statements include a// assets and liabilities using
the accrual basis of accounting, which is similar to the accounting used by most private-sector companies. All
of the current year’s revenues and expenses are taken into account regardless of when cash is recetved or paid.
These two statements report the City’s net assets and changes in them. You can think of the City’s net assets -
the difference between assets and liabilities - as one way to measure the City’s financial health, or financial
paosition. Over time, increases or decreases in the City’s net assets are one indicator of whether its financial
health is improving or deteriorating. You will need to consider other non-financial factors, however, such as
changes in the City’s patron base and the condition of the City’s capital assets, to assess the overall financial
health of the City.

In the Statement of Net Assets and the Statement of Activities, we divide the City into three kinds of activities:

o Governmenial activities — Most of the City’s basic services are reported here, including the police,
fire, public works and parks departments, and general administration. Property taxes, charges for
services and state sources fund most of these activities.
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*  Business-type activities — The City charges a fee to customers to help it cover all or most of the cost of
certain services it provides. The City’s water and sewer system, stormwater, marina and transportation
center activities are reported here.

o Component units — The City includes four separate legal entities in its report — the Board of Light and
Power, the Peter White Public Library, the Downtown Development Authority, and the Marquette
Housing Commission. Although legally separate, these “component units™ are important because the
City is financially accountable for them. ’

Reporting the City’s Most Significant Funds

Our analysis of the City’s major funds begins on page 24. The fund financial statements begin on page 34 and
provide detailed information on the most significant funds — not the City as a whole. Some funds are required
to be established by State law and by bond covenants. However, the City Commission establishes many other
funds to help it control and manage money for particular purposes or to show that it is meeting legal
responsibilities for using taxes, grants, and other money. The City’s two kinds of funds - governmental and
praprietary - use different accounting approaches.

¢ Governmental funds — Most of the City’s basic services are reported in governniental funds, which
focus on how money flows into and out of thase funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and all other financial assets that can be readily
converted into cash. The governmental fund statements provide a detailed short-rerm view of the
City’s general government operations and the basic services it provides. Governmental fund
information helps you determine whether there are more or fewer financial resources that can be
spent in the near future to finance the City’s programs. We describe the relationship (or
differences) between governmental activiries (reported in the Statement of Net Assets and
Statement of Activities) and governmental fiends in a reconciliation which follows the fund
financial statements.

o Proprietary funds — When the City charges customers for the services it provides — whether to
outside customers or to other units of'the City — these services are generally reported in proprietary
funds. Proprietary funds are reported in the same way that all activities are reported in the
Statement of Net Assets and the Statement of Activities. In fact, the City’s enterprise funds (a
component of proprietary funds) are the same as the business-type activitics we report in the
government-wide statements but provide more detail and additional information, such as cash
flows, for proprietary funds. We use internal service funds (the other component of proprietary
funds) to report activities that provide supplies and services for the City’s other programs and
activities — such as the Motor Vehicle Equipment Fund,

The City as Trustee

The City is the trustee, or fiduciary, for its Fire-Police Retirement System pension plan. It is also responsible
for other assets that — because ot a trust arrangement — can be used only for the trust beneficiaries. All of the
City’s fiduciary activities are reported in separate Statements of Fiduciary Net Assets and Changes in Fiduciary
Net Assets on pages 43 and 44. We exclude these activities from the City’s other financial statements because
the City cannot use these assets to finance its operations. The City is responsible for ensuring that the assets
reported in these funds are used for their intended purposes.
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The City as a Whole

Table T provides a summary of the City’s net assets as of June 30, 2005 and 2004.

Current and other assets
Capital assets, net
Total Assets

Current liabilities
Noncurrent Habilities
Total Liabilities

Net Assets:
Invested in capitai assets,
aet of related debt
Restricted
Unrestricted
Total Net Assets

Table 1
Net Assets

Goveremental Activities Business-Type Activities Total Primary Gavernment
$15,397.954 $17.110.708 $6,083,915 $13,156,983 $21.481.869 $30.267,693
37001183 29.724.011 42432333 38.992 499 79.433.516 68,716,510
53,126,800 46.834.719 11143358 52,149 4384 100.915.385 . 98.984 203
10,644,101 9,109,029 1,920,021 2,208,714 12,564,122 1E,317,743
16,352,152 2311181 10,093 476 £1.269.175 26,483,628 23.580.356
27.036,253 21.420.210 12.0H3.497 £3.477.889 34,898,099
20,668,811 17,517.503 28,448 3238 27.558.113 49,117,139 45,075,616
528,637 - 1,929,883 2134176 2.458.520 2,134,176
4.893.099 7.897.006 8,722 450 8.979.306 1iels 749 16,876,312
$26,096,547 $25.414.509 $39100,861 338,671,393 $635,191.408 $64.086,104

Net assets of the City’s governmental activities stood at $26,090,547. Unrestricted net assets—the part of net
assets that could be used to finance day-to-day activities without constraints established by debt covenants,
enabling legislation, or other legal requirements stood at $4,893,095.

The $4,893,099 in unrestricted net assets of governmental activities represents the accumulated results of all
past vears’ operations. The operating results of the General Fund will have a significant impact on the change
in unrestricted net assets from year to year.

The net assets of cur business-type activities stood at $39,100.861. The City can generally only use these net
assets to finance continuing operations of the water and sewer and other enterprise operations.

The results of this year’s operations for the City as a whole are reported in the Statement of Activities (see
Table 2), which shows the changes in net assets for fiscal years 2005 and 2004,

Table 2
Change in Net Assets

Revenues
Program revenues:
Charges for services

Operating grants and contributions
Camital grants and cantributions

General revenues:
Property taxes
Linrestricted state sources
Investnent eamings
Miscellaneous

Tatal Revenues

Program Expenses:
Creneral Government
Public health and safety
Public works
Highways and streets
Social services
Sanitation
Recreation and culture
Interest on long-term dehbe
Depreciation - unallocated

Govemmental Activities

Business-Type Activities

Total Primary Government

2005 2004 2005 2004 2005 2004
$5,677,922 $4,705,185 56,698,805 $6,738,283 $12,376,727 $10.813 468
2,185,688 2,873,580 173,320 536 2,339,008 2,874,116
265,770 1,795,016 - - 265770 1,795.016
8,359,729 7,983,740 - - 8,359,729 7,983,740
2,185248 2,264,254 - - 2,185,248 2,264 239
88,521 (97.837) 233,480 263,458 322,001 165,621
69,510 428,449 - (2,105} 69,510 426,344
$18.832.388 19.322.387 7.105.605 7.000.172 25,937,993 26,322,559
2919314 3,749,652 - - 2919314 3,749,652
4,680,206 4,649,016 - - 4,680,206 4.649.016
2,843,875 2,850,031 - - 2,843 875 2,850,031
2,582,962 2,604,467 - - 2,582,962 2,604 467
503,334 840,683 - - 503,334 840 683
1,528,524 1,148,170 - - 1,528,524 1,148,170
1,316,150 1,398,509 - 1,316,150 1,358 509
504,304 458,058 - - 504,304 458,058
837,165 875,141 - - 837165 875,141

8.
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Governmental Activities Business-Type Activities Total Primary Government

2003 2004 2003 2005 2004
Water supply and sewage disposal 3$- 3- $5.895.10¢ $3,449 460 $5.895,108 $5,449 460
Stormwater utiiity - - 680,791 692,413 680,791 592 413
Marina - - 364,736 416,614 364,786 416,614
Intermodal transportation terminal - ot 156,177 173,272 156,177 L173.272
Total Expenses 17,735,834 18,571,727 7,096,855 6.731.75% 24.832 689 25305486

Excess {deficiency) before

transfers and extraordinary item 1,096,554 748,660 8,750 268,413 1,105,304 1,017,073
Transfers (420,518) (228.117) 420,516 228,117 - -
Extraordinary item - (10.467) - - - (10.467)
Increase (decrease) in net assets 676,038 510,076 429,266 496,530 1,105,304 1,006,606
Net assets, beginning 25.414.509 24.904 433 18,671,595 38.175.063 64.086.104 63.079.498

Net Assets, Ending 26.090,54 $25.414.509  $30,100.861 338,671,595  $63.191.408  $64.086,104

The City’s total revenues were $25.937,993. The total cost of all programs and services was $24,832,689,
leaving an increase in net assets of $1,105,304, Our analysis below separately considers the operations of
governmental and business-type activities;

Governimental Activities — Analysis of Individual Funds.
General Fund

The General Fund had revenues (excluding transfers-in) of $15.6 million, an increase of $1.5 million, a 10.5%
increase, from the prior fiscal year. This increase is mostly due to the combination of Property Tax revenue
increasing by $350.110, a 5.9% increase, and Charges for Services, Sales, Use and Admission Fees increased
$968,243, a 30.4% increase. Property Tax revenue increased due to a (.08 millage rate increase and an
increase in taxable values city-wide of almost 5%. Charges for Services, Sales, Use and Admission Fee
revenue increased due to adopting a Fee Schedule with a greater emphasis in charging rates which more closely
cover the actual cost of certain services provided by the City. All Fee Schedule rates were heavily scrutinized
this past year and the new rates provided the increased revenue. Other revenues were as follows: State Shared
Revenues decreased 3.4% due to a slightly lower payout from the State for Fire Protection of State Facilities
and decreased Sales Tax collections being passed on from the State Pool; all other revenue sources increased
8.4%.

General Fund expenditures (excluding transfers out) increased §5,455,702, a 42.6% increase, from the prior
fiscal year. This increase is largely due to a single capital outlay expenditure of $5.2 million for purchasing
property to be used for future development and recreational purposes. Excluding this property purchase,
General Fund expenditures increased by 1.8%. Expenditures by function were as follows: General
Government decreased 15.6%; Public Health and Safety increased 5.2%; Public Works and Sanitation
increased 11.0% (excluding the aforementioned property purchase); Social Services decreased 10.2%;
Recreation and Culture increased 34.6%; and Debt Service increased 0.4%.

In General Government, there were increases to Assessor due to $62,000 spent for contracting Personal
Property audit services which were offset by a State Grant and increased Personal Property Tax collections for
current and future years; increase to Information Systems in the amount of $100,000 for purchasing computers
for city-wide operations; City Hall and Grounds increased $52,000 due to building improvements at City Hall.
These increases were more than offset by a large decrease of $660,000 from the prior year for monies being
put into the City’s internal trust fund to pay for future property purchases and leave payouts for retiring
employees.

Net Other Financing Uses increased 400.0% due to issuance of debt for the property purchase. Transfers Out

increased almost 50% due to an increase in the amount needed to fund the Major Street Fund, a new debt
service fund, and having to fund a deficit in the Intermodal Transportation Terminal Fund.
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The total Fund Balance increased $104,900, or 2.6%, from the previous fiscal year while the unreserved
portion of the Fund Balance increased $843,676, or 31.7%, due to a lower reserve for encumbrances.

Major and Local Street Funds

The Major Street Fund had revenues decrease 17.2% and the Local Street Fund had revenues increase 1.8%
from the previous fiscal year. The Major Street Fund decreased due to a decrease in funding for Winter
Maintenance of 8.9% and a decrease of 10.5% from the State’s Gas Tax pool. The Local Street Fund had an
increase of 32.5% for Winter Maintenance and a 10.2% decrease from the State’s Gas Tax pool. Together, the
Major and lL.ocal Street Funds had revenues decrease 11.8% from the previous fiscal year.

The Major Street Fund had expenditure increases of 8.6% and the Local Street Fund had expenditures increase
5.5% from the previous fiscal year. The Major Street increase is attributable to higher Routine and Winter
Maintenance costs while the Local Street increase is attributable to higher Routine Maintenance costs from the
previous fiscal year. These cost increases were due to the need for increased street maintenance. Together, the
Major and Local Street Funds had expenditures increase 7.2% from the previous fiscal year

Net Other Financing Sources increased 19.0% for the Major Street Fund and increased 8.9% for the Local
Street Fund. The Major and Local Street increase is due to a higher Transfer-In from the General Fund to
cover the higher maintenance costs and lower State Funding. Together, the Major and Local Street Funds had
Net Other Financing Sources increase 11.5% from the previous fiscal year.

These two funds traditionally do not carry a Fund Balance. In the previous fiscal year, the Major Street Fund
received some reimbursements for the 2003 Dead River Flood damages and, due to timing, the Major Street
Fund had a Fund Balance of $170,712. It was anticipated this Fund Balance would return to 0 in this fiscal
year.

Lakeview Arena Fund

The Lakeview Arena Fund had revenues increase $57.992, or 10.2%. This increase is atiributable to an
increase in rates for ice time,

Expenditures in the Lakeview Arena Fund increased $96,233 or 12.0% from the previous fiscal year. This
increase was due in large part to the purchase of a new Zamboni to prepare the ice for the various events
requiring ice. Operating costs were higher (4.0% higher than in the previous year) in large part due to higher
personnel costs (wages and health insurance mostly) and higher utility costs.

Other Financing Sources for the Lakeview Arena Fund decreased 6.0% from the previous fiscal year. This is
due to the Transfer-In from the General Fund being lower this year to offset operating costs in the Lakeview
Arena Fund which are not covered by user fees.

The Fund Balance decreased by $27,244, or (38.7%), from the previous fiscal year.

Construction Fund

Capital construction projects that have funding sources of more than one City accounting fund are accounted
for in this single fund. In prior years, projects with multiple accounting fund sources were accounted for in
each particular fund thereby making tracking of these projects a difficult process.

For this fiscal year, total project expenditures were $2.5 million. $247,553 (9.8%) was funded from various

State and Private Sources while the remainder was funded by transfers-in from other City funds and Bond
proceeds.
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Major Projects were Founders Landing Development, and Magnetic Street, Wright Street and McClellan
Avenue Reconstruction.

Debt Service Fund

The Debt Service Fund is used for the payments on the outstanding bonds for the Municipal Service Center,
the Lakeview Arena, Founders Landing Development, and Spring Street Reconstruction. The Municipal
Service Center has $4.18 million in outstanding principal remaining, the Lakeview Arena has $340,000 in
outstanding principal remaining, Founders Landing Development has $3.8 million in outstanding principal
remaining, and Spring Street Reconstruction has $1.16 million in outstanding principal remaining. The
Municipal Service Center is funded by charges fo various user City departments while the others are funded by
a transfer from the General Fund.

Other Governmental Activity Funds

The three funds, Environmental Protection; Criminal Justice Training; and Michigan State Housing
Development Authority grant (MSHDA) round out the Governmental Activity area. Environmental Protection
had no revenues and expenditures leaving it with a fund balance of $13,268. Criminal Justice Training had
revenues of $8,213 and expenditures of $8,315 leaving a fund balance of $14,008. MSHDA had combined
revenues of $83,108 and combined expenditures of $207,217 leaving a combined fund balance of $4,433.

Table 3 presents the cost of each of the six largest programs — General Government, Public Health and Safety,
Public Works, Highways and Streets, Sanitation, and Recreation and Culture — as well as each program’s net
cost {total cost less revenues generated by the activities). The net cost shows the financial burden that each
program placed on the City’s operation.

Table 3
Governmental Activities

Total Cost Net Cost

of Services of Services
General government $2,919.314 31,628,103
Public health and safety 4,680,206 4,361,918
Public works 2,843,875 1,220,675
Highways and streets 2,582,962 784,758
Sanitation 1.528.524 (537,445)
Recreation and culture 1.316,150 499,834

Business-type Activities — Analysis of Individual Funds:

Water and Sewer Fund

The combined Water and Sewer Fund had operating revenues of $5.7 million, an increase of $38,696, or 0.7%,
from the previous fiscal year, This increase is due to a $0.05 per unit increase in both water and sewer rates.

Operating expenses increased $454,881, or 8.8%, from the previous fiscal year. The increase was due to
higher charges from the Engineering Department and costs incurred for root control in the Sewer operation.

Net Non-Operating Expenses increased $6,470, or 6.6% due to lower bond interest expense.

Net Assets increased $11,201, or 0.04%, from the previous fiscal year.
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Stormwater Fund

e The Stormwater Fund had operating revenues of $649,034, a decrease of $11,024, or (1.7%), from the
previous fiscal year despite raising rates $0.15 per unit.

»  Operating expenses decreased $1,071, or (0.18%), from the previous fiscal year.

s Net Non-Operating Expenses increased $176,269 due to the receipt of a grant.

s Net Assets increased $190,488, or 4.7% from the previous fiscal year.

Marina Fund

The Marina Fund had operating revenues of $258,940, an increase of $6,841, or 2.7%, from the previous fiscal
vear. This is due to an increase in Sales of Supplies.

Operating Expenses decreased almost $43,784, or (11.5%), from the previous fiscai year. The decrease was
due to lower Professional Service charges from the prior fiscal year.

Net Non-Operating Expenses decreased $11,154, or (33.7%), from the previous fiscal year due lower bond
interest expense.

Net Assets decreased 360,160, or (2.9%), from the previous fiscal year.

Intermodal Transpertation Fund

The Intermodal Transportation Fund had operating revenues of $63,963, a decrease of $82,029, or (56.2%),
from the previous fiscal year. The decrease was due to the major tenant of the building moving to a new
location at mid-year. Plans are for the building to be sold in the very near future and this fund will be closed
out at that time.

Operating Expenses decreased $17.095, or (9.9%), from the previous fiscal vear. This is due to lower
Personnel Services costs needed to maintain the building due to the aforementioned tenant vacating the

premises,

Net Non-Operating Revenues increased $314,848 from the prior fiscal year due to a transfer-in from the
General Fund to balance an unrestricted net assct deficit.

Net Assets increased $287,737, or 29.1%, from the previous fiscal year.

THE CITY’S FUNDS

As the City completed the year, its governmental funds (as presented in the balance sheet on page 34) reported
a combined fund balance of $5,556,829, a decrease of $(2,393,696) from the beginning of the year. The
decrease was due to expending the proceeds of a bond issue from a prior year in the Capital Projects Fund.

General Fund Budgetary Highlights

Over the course of the year, the City Commission revised the budget two times. The revisions were made to the
budget for the rollover of encumbrances from the previous fiscal year and to prevent budget overruns,

Revenue projections were below the final budgeted amount to the tune of $618,881, including transfers-in.
While each revenue source experienced some type of variation from its budget, the main culprit to the revenue
shortfall was not selling property which was budgeted for $830,000. Other shortfalls were seen in State Shared
Revenues of $184,433 due to the various State Pools which comprise this source of funding not contributing as
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much as was anticipated and a shortfall in Investment Income of $128,669 due to adjusting for ‘mark to
market’. These shortfalls were partially offset by a positive variation in the Charges for Services source in the
amount of $695,556. As previously discussed, during the year a greater emphasis was placed on recovering
costs of operations through higher and new user fees.

The shortfall in revenue projections was offset by expenditures being under budget as well. Almost every
department in the General Fund came in under budget by the end of the fiscal year. The total expenditure
budget-to-actual variance was $1,279,541, including transfers-out. The largest under-budget category came
from Transfers-Out not needing to be as great as originally anticipated to cover operating costs in the Major
Street and the Capital Projects Funds. This accounted for $860,032 of the variance, General Government had
a large positive variance of $296,940 in part due to the City Attorney position not being filled for half of the
year and a budgeted for Grant Pass-Through which did not occur. Budget overruns were incurred in Sanitation
in the amount of $26,179 and Recreation and Culture in the amount of $65,364. The Sanitation overrun was
due to increased service levels for Spring and Fall clean-up and the Recreation and Culture overrun was due to
the Seawall/Boardwalk project which was not budgeted for.

The total Fund Balance was budgeted to decrease $555,760 and the actual was a positive increase of $104,900,
thereby making the variance a positive $660,660. The reasons are explained above in the discussion of
revenues and expenditures with the main reason being the large positive variance in Transfers-Out of
$860,032.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets
At the end of fiscal 2003, the City had $79.433,516 invested in a variety of capital assets including land and
improvements, buildings and improvements, equipment and infrastructure. (See table 4 below)

Table 4
Capital Assets at Year-End
(Net of Depreciation)

Governmental Business-type

Activities Activities Totals

2005 2003 2005
Land and construction in progress $14,769.368 $102,500 $14,871,868
Land improvements 2,936,408 2,007,235 4,943,643
Buildings and improvements 8,683,170 10,040,278 18,723,448
Eguipment and furnishings 4,179,552 2,836,145 7,015,697
Infrastructure 2,872,288 24,528,743 27,401,031
Investment in joint venture 3,560,397 2,917,432 6,477,829
Totals $37,001,183 $42,432,333 $79,433,516

There will continue to be one big capital project in the upcoming fiscal year: The continued development of
the ‘Founders Landing” property. Founders Landing has been and will continue to be financed through various
grant sources, bond proceeds, and property sales to developers. Further details on capital assets can be found
in Note J,

Debt

At year-end, the City had $27,882,408 in bonds, notes and capital lease obligations outstanding as depicted in
Table 5 below.
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Table 5
Qutstanding Debt at Year-End

Governmental Business-type

Activities Activities Totals

2005 2005 2005
General obligation bonds $14,795,791 $- $14,795,791
Revenue bonds - 7,465,000 7,465,000
Contracts and notes payable 1,536,380 3,601,573 5,138,153
Capital lease obligations - 483,464 483,464
Totals $16,332,371 $11.550,037 $27,882,408

There was one new addition to debt for this year and further details on long-term debt can be found in Note F.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS

The City’s elected and appointed officials consider many factors when setting the fiscal year 2006 budget. One
of those factors is the economy. The State of Michigan has suffered from an economic downturn which has
forced the State to deal with an approximately $1 billion budgetary shortfall. This shortfall trickles down to
local units by way of Revenue Sharing payments being reduced by the State. We anticipate that we haven’t
seen the last of the State Revenue Sharing cuts and this will greatly impact the City’s General Fund budget
over the next several years. State Revenue Sharing represents approximately 16% of General Fund revenues.

Property Taxes are another big factor in the City’s General Fund budget. Property Taxes are calculated on
taxable value. Taxable value growth is capped, by State constitution, at the lower of the rate of inflation or 5%.

In the vear when property sells, the taxable value is then allowed to be adjusted to reflect actual increases in
taxable value and then the capping process starts all over again. It is projected this capping process is costing
the City approximatety $900,000 per year by not being able to fully realize the true increases in taxable value,
It is projected that the development of the ‘Founders Landing’ project will help increase tax revenues by
approximately $260,000 per year. This will not be realized until the project is completed in two to three more
years.

Declining interest rates have both benefited and harmed the City’s budget. On the benefit side, the City was
able to refund some Revenue Bonds in a prior fiscal year which has decreased the debt service requirements for
the Water and Sewer and the Marina Funds. This is will help to keep those user fee rates from rising as much
as could have been. On the harmful side, the General Fund had become accustomed to collecting a property
tax equivalent of almost 2 mills from investment interest. The current property tax equivalent has dropped to
below 0.5 milis.

There currently is legislation being discussed at the Federal level which could have a significant negative
impact to the General Fund revenues. The City currently collects approximately $200,000 in Cable TV
Franchise fees annually. The legislation, if passed as currently written, will eliminate this entire source of
revenue thereby putting additional pressure on the City to either further raise millage rates and service fees
and/or reduce the level of service provided to its citizens as a result of cost cutting measures.

On the expenditure side, the City is dealing with sizable increases in health insurance costs for health insurance
provided to its employee’s. Recent years have seen increases of as high as 25% in this cost. Several strategies
have been formed along with several committees in order fo deal with this situation but it is anticipated the City
will continue to see double digit increases in the health insurance premiums it pays for its workforce.

Also on the expenditure side, with the issuance of bonds to fund the ‘Founders Landing’ project and also the

property recently purchased for recreational/development purposes, new debt service will be required. Debt
Service payments that have not needed to be budgeted for in the past will now be required to be budgeted for.
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Currently, these debt service payments will be made by the General Fund. The overall plan is to sell property
in the Founders Landing area and use those monies to pay the Founders Landing debt service in future years.
If this property is not sold, then the General Fund must continue to make the payments. As part of the
purchase of the recreational/development property, the property tax millage was raised one mill to pay for this
debt service. It is anticipated this will continue for the life of the bonds.

The City is also starting to experience a large increase in gasoline and natural gas costs. The latter is extremely
harmful as the City is located in a cold weather region and is a large user of natural gas for heating City
facilities. This will have a big negative impact on current and future budgets as the City struggles to balance its
budget and continue to provide the current level of services.

Overall, the prospect of declining major revenues and increasing expenditures in the General Fund will make
for a challenging budget process. City’s management is now and will continue to be challenged to increase
current revenue sources and find new ones and also to contain expenditures in order to provide our citizens
with a balanced budget and still provide the level of services that are demanded.

CONTACTING THE CITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and creditors with
a general overview of the City’s finances and to show the City’s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact the City Finance Office at
City of Marquetie, 300 West Baraga, Marquette, Michigan, 49855,



City of Marquette, Michigan

BASIC FINANCIAL STATEMENTS

The Basic Financial Statements provide an overview of the City’s financial position and the
result of the current year’s operations and cash flows.

These Basic Financial Statements indicate the classes and funds displayed in subsequent
sections of the report and present comprehensive data for assets, liabilities, revenues,
transfers, expenses or expenditures and cash flows of City funds.



City of Margquette, Michigan
STATEMENT QF NET ASSETS

June 30, 2005

Primary Governmeni

Governmental Business Type Component
Activities Actlvities Total Units
ASSETS
Current Assets:
Cash ang cash equivalents 3 2,943,310 $ 4.5850,119 5 7.493,429 3 5,483,127
investments 2,707 500 - 2,707,500 8,362,610
Receivables {net} 9,352,334 1,358,534 10,724,868 2,720,455
Primary government internal balances {2,979) 2,879 - -
Component unit internai balances 146 6080 - 146,600 {146 800}
Inventory 177,205 144,836 322,041 4,284,164
Prepaid expenses and other assets 52984 26,447 90,431 87,251
Other current assets - -
TOTAL CURRENT ASSETS 15,397,954 5,083,915 21,481,869 20,761,007
Noncurrent agsets:
Restricted assets 709987 2429162 3,138,149 6,218 696
Long-term receivables 17 676 - 17,676 -
Unamorsiized bond issue costs - 168,948 168,948 72,867
Investment in UPPPA - - - 1,801.085
Capita assets:
Investment in joint venture 3,580,397 2917432 §,477.629 -
Land and construction in progress 14,769,368 102.500 14,871,868 114,704
Other capital assets 37,884,890 54,505,247 92,390,137 136,481,260
Accumulated depreciation {19.213472) {15.082,846) (34,306,318) (84.784,757)
Totat Capital Assets 37,001,183 42,432,333 79,433,516 51,811,207
TOTAL NONCURRENT ASSETS 37,728,846 45,030,443 82,755,282 59.903.5655
TOTAL ASSETS 53,126,800 51,114,358 104,241,158 80,664,862
LIABILITIES:
Current Liabilities:
Accourts payable 1,025,807 234,240 1,260,047 2557 690
Accrued liabilities 200,726 41 604 242330 268,390
Uneamed revenue 7.639.418 122,442 7,761,860 1,364,064
Compensated absences 853.831 168,146 1,021,977 793,157
Current portion of bonds payable 771,754 366,000 1,071,754 588,572
Current paticn of notes and contracts payable 146,855 159,328 306,184 11,637
Current portion of capital lease obligations - 120 866 120,866 -
Other current liabilities 5710 143,304 148104 1,358,078
Current Liabilities (payable from restricted assets):
Current maturities on revenue bonds - 630,000 630,000 3,805,000
Revenue bond accrued interest payable - - ~ 203,062
Total Current Liabilities {payable from
restricted assets) - 830,000 530,000 4 008,062
TOTAL CURRENT LIABILITIES 10.644.101 1,920,021 12,564,122 10,850 650
Noncurrent Liabilities
Compensated absences 978,390 - 478,390 86,404
Bonds payable 14,024,037 6,535,000 20,559,037 12,765,754
Long-term contracts and noles payable 1,389,725 3442244 4,831,860 862,962
Capital lease obligations - 362,598 362,598 -
Fremium on refunding - 58,601 58,601 -
Deferred amounts on refunding - (304.967) (304.367) -
Qther - - - 637,596
TOTAL NONCURRENT LIABILITIES 16,392,152 10,083,476 26,485,628 14,352,716
TOTAL LIABILITIES 27,036,253 12,013,497 39,049,750 25 303,366
NET ASSETS
Invested in capital assets net of related debt 20,668,514 28,448,328 49,117,139 38 439,205
Restricted for
Debi Senvice - 1,929 883 1,929,883 439,088
Other activities 528,637 - 528,637 2,974 60%
Unresiricted 4,893,099 8,722 650 13,615,749 13,508,594
TOTAL NET ASSETS S 26,090,547 3 39,100,861 $ 65,191,408 3 55 361,496

The accompanying notes are an integral part of these financial statements.
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City of Marquette, Michigan
GOVERNMENTAL FUNDS
BALANCE SHEET

June 30, 2005

Major Strest tocal Capital Other Total
General and Trunkline Street Projects Governmental Governmental
Fund Fund Fund Fund Funds Funds
ASSETS
Cash and cash equivalents % 899,158 $ - 3 - 3 888,552 $ 573,647 3 2,361,357
Investments 2,707,500 - - - - 2,707,500
Taxes receivable, net 7,339,045 - - - - 7.339,045
Special assessments receivable 337,808 - - - - 337,808
Accounts receivable, net 103,062 - - 344 526 37,055 484,633
Due from other authorities 523,065 - - - - 523 065
Due from component units 117,442 - - - - 17 442
Due from other funds 721,924 - - - 31,330 753,254
Due from Gther governments 293,705 160,826 119.998 - 101,160 875,685
Inventory 154,881 - - - - 164,881
Advances {o component units 29,158 - - - - 28,168
Prepaid expenditures 63,584 - - - - 63,984
TOTAL ASSETS §  13.290.B32 $ 160,826 $ 149,998 5 1,233,078 s 743,192 3 15,547,926
LIABILITIES AND FUND BALANCE
LIABILITIES:
Cash overdraft 5 - 8 - 3 - 8 - % 42754 % 42,754
Accounts payabie 375,085 5416 1,362 420,069 26,067 828,000
Accrued compensated absences 718,982 - - - - 718,982
Due to other funds 411,281 155,410 118,636 - 70,9086 756,233
Due to other local units 5710 - - - - 5710
Deferretd revenue 7,639 418 - - - - 7.639.418
TOTAL LIABILITIES 9,150,477 160,826 119,998 420,069 139,727 9,891,097
FUND BALANCE:
Reserved for:
Capital outlay - - - 813,009 30,036 843,045
Encumbrances 184,615 - - - - 184,015
QOther 455,101 - - - 531 083 986,183
Unreserved, reported in:
General Fund 3,501,239 - - - - 3,501,239
Special Revenue Funds - - - - 42,347 42 347
TOTAL FUND BALANCE 4,140,355 - - 813,008 503,455 5.556.829
TOTAL LIABILITIES AND
FUND BALANCE § 13,290,832 $ 160,826 $ 119,598 5 1,233,078 $ 743,192 $ 15,547 926

The accompanying notes are an integral part of these financial statements
k]



City of Marquette, Michigan

RECONCILIATION OF THE BALANCE SHEET OF GOVERNMENTAL FUNDS

TO THE STATEMENT OF NET ASSETS

June 30, 2005

Total Fund Balances for Governmental Funds

Amounts reported for governmental activities in the statement
of net assets are different because;

Capital assets used in governmental activities are not financial resources
and therefore are not reperted in the funds (inciudes capital assets of
internal service funds).

internai service funds are used by management to charge the costs of
certain activities, such as the purchase and maintenance of equipment
and vehicles and the operation of the Municipal Service Center, to
individua! funds. The assets and liabilities of the internal service funds
are included in governmental activities in the statement of net assets,
net of capital assets.

Current assets $ 649015
Restricted assets 709,987
Long-term receivables 17,676
Current liabilities {332,656)
Long-term liabilities, including bonds payable, are not due and payable
in the current period and therefore are not reported in the funds.
Current portion of bonds payable $ 771754
Current pertion of notes and contracts payable 146,855
Accrued interest on bonds 200,726
Compensated absences 978,390
Bonds payable 14,024,037
Long-term contracts and notes payable 1,389,725

NET ASSETS OF GOVERNMENTAL ACTIVITIES

The accompanying notes are an integral part of these financiai statements.
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ity of Marquette, Michigan

GOVERNMENTAL FUNDS

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

Far the Fiscal Year Ended June 30, 2005

Major Street Local Capital Other Total
General and Trunkline Street Projects Governmental Governmental
Fund Fund Fund Fund Funds Funds
REVENUES:
Taxes and penalties $ 6,305,574 3 - $ - § - - $ 6,305,971
State sources 2,255,476 1,212,354 585,853 - 78775 4,133.455
Federal scurces 118,276 - - 32,000 - 151,276
Charges for services 4,054 941 - - - 22,014 4,076,855
Sales 26,075 - - - 140,381 166 466
Use and admission fees 200,332 - - - 392,502 592,834
Rentals 35,301 - - - £6,986 128 317
Licenses and permits 36,243 - - - - 38,243
Fines and forfeiture 137,672 - - - - 137,572
Sale of assets 11,721 - - - - 11,724
Reimbursements 40,080 - - - - 40,080
invesiment income 21,522 - - 58,079 8,920 88 521
Payment in lieu of taxes 2,053,758 - . - - 2,053,758
Private contribution 21,915 - - 187 474 - 179,389
ntergovernmental revenue 128.399 - - - - 128,309
Special assessments 63,508 - - - - 63,506
Other 40,163 - - - 12.966 53,029
TOTAL REVENUES 15,657 291 1,212,351 585 853 247,553 742,454 18,345,502
EXPENDITURES:
Current aperations:
General government 3,143,230 - - - 438 3,143,668
Public heaith and safety 4,726,141 - - - 8,315 4,734 456
Public works 7,983,218 - - - - 7,883,218
Highway and streets - 1,280,218 1,230,269 - - 2,520,487
Social services 296,117 - - - 207,247 503,334
Sanitation 1.516,946 - - - - 1.516,946
Recreation and cuiture 485,093 - - - 831,057 1,316,150
Capital outiay - 4,193 682 2535714 64,515 2,605,104
Debt service
Principal retirement 76,265 279,899 30,101 - 487 873 874,138
interesi and fiscal charges 26,918 64,148 6,899 - 401,422 459 388
TOTAL EXPENPITURES 1§ 253,929 1,638459 1,267,951 2,535 714 2,000,837 25,696,850
EXGESS OF REVENUES DVER
{UNDER) EXPENDITURES (2,686,635) {426,108} (852 ,088) (2,288 161) {1,258, 383) (7,351.388)
OTHER FINANCING
SOURCES {USES})
Issuance of cebt 5,000,000 - - - - 5,000,000
Transfers in 9139 308,761 652,058 64,893 1,162,906 2,228,797
Transfers {out) (2,207.601) (54.385) - - (9,138} (2,271,105)
TOTAL OTHER FINANCING
SOURCES (USES) 2,801,538 255,396 652,088 54,893 1,153,767 4,957 652
CHANGE IN FUND BALANCE 104,200 {170,712} - (2,223,268) {104,616} (2,393,696)
Fund balance, beginning of year 4,035,455 170,712 - 3,036,277 708,081 7.850.525
FUND BALANGCE, ENDOF YEAR 3 4,140,385 5 - $ - $ 513,009 603,465 ] 5,556,828

The accorpanying hotes are an integral part of these financial statements.
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City of Marquette, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

For the Fiscal Year Ended June 30, 2005

Net Change in Fund Balances - Total Governmental Funds $ (2,393,8986)

Amounts reported for govermnmental activilies in the stafement
of activities are different because:

Governmental funds report capital outlays as expenditures. However, in
the statement of activities, the cost of those assets is allocated over
their estimated useful lives as depreciation expense. This is the amount
by which capital outlays exceeded depreciation in the current periad.
Includes Internat Service Funds depreciation expense of $776,137.

Capitai outlays $ 8,045,568

Depreciation expense (1,633,302}
6,412,266

Invesiments in joint ventures is reported on entity wide statements but not in
individual governmental funds. Changes in value of invesiments in joint ventures
does rot appear in governmental funds. : 486,886

Proceeds from debt issues are an other financing source in the funds, but a
debt issue increases long-term liablities in the statement of net assets. (5.000,G00)

Repayment of bond principal is an expenditure in the governmental funds,
but the repayment reduces long-term liabilities in the statement of net assets, 874,138

In the statemant of activities, interest is accrued on outstanding bonds,
whereas in governmentai funds, an interest expenditure is reported when due. (4,916)

Some expenses reported in the statement of activities, such as compensated
absences, do not require the use of current financiat resources and therefore
are not reperted as expenditures in governmental funds. 418

Internal service funds are used by management to charge costs of certain
activities, such as the purchase and maintenance of equipment and vehicles
and the operation of the Municipal Service Center, to individual funds. The net
revenue of the Internal Service Funds is reported with governmental activities
net of depreciation expense.

Change in net assets {475,196)

Depreciation expense 776,137
300,941

CHANGE IN NET ASSETS OF GOVERNMENTAL ACTIVITIES § 676,038

The accompanying notes are an integral part of these financial statements.
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City of Marquette, Michigan

GENERAL FUND

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005

REVENUES:
Properiy taxss
Federal grants
State grants and shared revenues
Intergovernmental revenues
Licenses and permits
Charges for services
Fines and forfeits
Interest and rentals
Other revenues

TOTAL REVENUES

EXPENDITURES:
General government
Public health and safety
Public works
Sanitation
Sccial services
Recreation and culture
Debt service

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
{UNDER} EXPENDITURES

OTHER FINANCING SOURCES (USES):
Issuance of debt
Transfers in
Transfers {out}
TOTAL OTHER FINANCING SOURCES {USES)
CHANGE IN FUND BALANCE

Fund balance, beginning of year

FUND BALANCE, END OF YEAR

Variance with

Actual Final Budget
Budgeted Amounts GAAP Positive

Original Final Basis {Negative}
$ 6,273,200 $ 6,273,200 $ 6,305,971 $ 32,771
50,600 50,600 119,276 68,676
2,608,200 2,508,200 2,256,476 (252,724)
160,966 160,966 128,398 (32,587)
21,800 21,800 36,243 14,443
3,289,385 3,359,385 4,054,941 695,656
156,100 156,100 137,672 (18,528)
311,900 311,90C 50,853 {251,047)
3,237,160 3,324,160 2,457,560 {866,800)
16,020,311 16,167,311 15,567 261 {610,020)
3,108,960 3,440170 3,143,230 296,940
4,753,708 4,801,619 4,726,141 75,478
4,141,743 8,058,264 7,983,218 75,035
- 1,490,767 1,516,946 (26,179)
358,607 359,714 296,117 63,597
414,885 419,729 485,093 (65,364)
103,185 103,185 103,183 2
12,883,178 18,673,438 18,253,928 418,508
3,137,133 (2,506,127) (2,696,638) (180,511}
- 5,000,000 5,000,000 -
- 18,000 9,134 (8,861}
(3,137,133} (3,067,633) (2,207,601} 860,032
(3,137,133} 1,850,367 2,801,538 851,171
- (656,760) 104,800 660,660
4,035,455 4,035,455 4,035,455 -
$  4,035455 $ 3,479,685 3 4,140 355 3 660,660

The accompanying notes are an integral part of these financial statements.
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City of Marquette, Michigan
PROPRIETARY FUNDS
STATEMENT OF NET ASSETS

June 30, 2005

Business- Type Activities: Governmental
Enterprise Funds Activities
Water Supply Stormwater Nenmajor Internal
and Sewage Utility Enterprise Service
Bisposal Fund Fund Funds Total Funds
ASSETS
Current Assets:
Cash and cash squivalents $ 4 488 775 % 107 598 3 400 $ 4,606,773 $ 624 797
Special assessments receivabie 122.442 - - 122,442 -
Agcounts receivable, net 823,632 60,282 1856 826,110 861
Due from local units - - - - 1433
Due from other funds - - 378,981 379,851
Due from other governments 350,682 - - 350,882 -
Inventory 128,897 - 48830 144 836 22314
Customer deposits 24,020 - - 24,020 -
Delinguent utility bills on taxes 2427 - - 2427 -
Unamortized bond issuance costs 110,565 50.417 7.966 168,943 -
TOTAL CURRENT ASSETS 8,058,140 218,297 409.052 5,686,489 649.035
MNoncurrent Assets:
Restricted Assets.
Bond reserve fund 48,582 257344 180 234 486,210 -
Replacement and maintenance fund 350,000 - - 380.000 £75.138
Bond and interest redemnption fund 25,623 - 150,849 175,472 -
Water filtration reserve 1,409,223 - - 1.109,223 -
Bond escrow fund 80,433 8,678 - g8 111 -
Vagcation, sick leave and benefit reserve 163,824 4222 - 168,146 134.84%
Totat Restricted Assets 1,797,785 300,244 331,123 2,428 162 709,987
Long-term receivables - - - - 17,678
{.and and land improvements - - 102,500 102,500 251,454
Property, plant, and equipment 42,739,588 5051426 5,714,223 54,506,247 15,326 551
Accumulated depreciation {12,032,074) (891,321) (2,068,451} {15,092 ,846) {8,324 367)
Other noncurrant assets 2817 432 - - 2917432 -
TOTAL NONCURRENT ASSETS 35,422,741 5,360,349 4,078,405 44 861,495 7.581,301
TOTAL ASSETS 41 481,881 5,578,648 4,487 457 51,547,984 8630318
LIABILITIES
Currert Liabilities:
Cash averdra® - - 56654 56,654 -
Accounts payable 208,974 1,894 23.387 234 240 1497 BOT
Acerued compensated absences 153,924 4,222 - 168,146 134,849
Due o other funds - - 376,972 378,972 -
Due 1o other focal units - - 111,083 111,083 -
Customer deposils payable 24,020 - 8,294 3231 -
Azerued interest payable 32,885 5386 3,333 41 604 .
Current portion of long-term debt 280,195 230,000 70,600 580,195 -
Deferred ravenue 122,442 - - 122,442 -
TOTAL CURRENT LIABILITIES 832,445 241502 849,700 1,723,647 232656
Current Liabuties (payable from restricted assets):
Current liabilities payable from restrictad assets 630000 - - £30,000 -
Nancurrent Lizbilities:
Bands pavable 4,870,000 1,085,000 800,600 5,535,000 -
Nectes payable 112,244 - - 112,244 -
L oan payable 3,330,000 - - 3,320,000 -
Capital lease cbligations 362,598 - - 362,548 -
Pramium on refunding 58,601 - - 58,801 .
Deferred amounts an refunding (274 684) - {30,303} {304.867) -
TOTAL NONCURRENT LIABILITIES 8,458 779 1,085,000 588,697 10,093,476 -
TOTAL LIABILITIES 9,921,224 1,308,602 1,219,397 12,447 123 332,656
NET ASSETS
Invested in capital assets net of related debt 21,605,951 3,785,105 3077272 78,448 328 7,252,637
Net Assets:
Restricted for debt service 1,633,861 268022 - 1,829,883 -
Unrestricted 8,320,845 241,017 190,788 8722 650 1.044.023
TOTAL NET ASSETS 3 31,560.657 S 4272144 $ 3,268,060 3 38100851 3 3.287.660

The accompanying notes ara an integral part of these financial statements,
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City of Marquette, Michigan

PROPRIETARY FUNDS

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

DPERATING REVENUES:
Water sales
Sewage disposal
Charges for services
Qther operating revenue

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
General and administrative
Water treatrnent and distribution
Sanitary sewer pperation and booster stations
Stormwater
Payments in tieu of taxes
Depreciation
Vehicle operating expenses

TOTAL OPERATING EXPENSES
QPERATING INCOME (LOSS)
NONOPERATING REVENUES {EXPENSES})
nvestment incorme
Interast expense
Sale of capital assets
State and Federal granis
Opearating income from Marquette Area
Wastewater Treatment Facility
TOTAL NONOPERATING REVENUES (EXPENSES)
INCOME [1,0SS) BEFORE TRANSFERS

Transfers in
Transfers (out)

CHANGE IN NET ASSETS
Net assets, beginning of year

NET ASSETS, END OF YEAR

For the Fisca! Year Ended June 30, 2005

Business- Type Activities: Governmental
Enterprise Funds Activities
Water Supply Stormwater Nonmajor Internal
and Sewage Uility Enterprise Service
Disposal Fund Fund Funds Total Funds
§ 3,310,184 $ - $ - 3,310,184 -
2254529 - - 2,251,329 -
. 549,034 84,120 713,154 2,497 248
157 337 - 258,783 416120 23852
5718830 548,034 322.803 6,690,767 2520798
587,031 - 319.617 1,286,648 865,216
1,231,045 - - 1,231,945 -
1,836,730 - - 1,836,730 -
- 421,773 - 424,773 -
680,885 - - £80.485 -
793,546 185,726 174310 1,153,582 776,137
- - - - 1,004,819
55610137 607,489 493,827 6.711.5823 2.646,172
108,893 41,535 {(171.024) (20,796) (125 374)
178,434 48,925 5121 233 480 31,987
(284,964) {73.282) {27.038) {385292) -
- - - - (3571}
- 173.320 - 173,320 -
8,038 - - 8038 -
157,497} 148 953 121,915 29,546 28,386
11,201 190,458 (192.939) 8,750 (96,588)
- - 420,518 420,518 -
- - - - {378,208
11,201 190 488 227,877 429,286 {475.,196)
31,545,456 4,081,656 3.040.483 38,671,595 8,772,856
$ 31,560,657 $ 4.272.144 3 3,268,060 39,100,861 8.297,660

The accompanying notes are an integral part of these financial statements,
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City of Marguette, Michigan

PROPRIETARY FUNDS

STATEMENT OF CASH FLOWS

For the Fiscal Year Ended June 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from fees and charges for services %
Other operating revenues
Cash payments to employees for services
Cash gayments o suppliers for goods and services

NET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPHT AL FINANGCING ACTIVITIES:
Transfers in {out)
State and Federal grants
(Decrease) in dus to logal units
Decrease in due from local units
Decrease in due from other governments
{increasa) in due from other funds
tncrease in due to othet funds

NET CASH PROVIDED (USED) BY NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Cash payments for capital assets
Proceeds from sale of capital assets
Paymenis received on notes receivable
Interest paid on bonds
Principal payments on bonds and other long-term debt

NET CASH PROVIRED {USED} BY CAPITAL
AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
interest income
{Increase) decrease in restucted assets
Bend reserve fund
Hond interest redemption fund
Water filtration revenue
Bond escrow funet
Equipment resene
Vacabon and sick lzave resenve
Manna bends

NET CASH PROVIDED {USED) BY INVESTING ACTIVITIES

MET (DECREASE) IN CASH ANO CASH EQUIVALENTS

Cash and cash equivalents beginning of year

CASH AND CASH EQUIVALENTS, END OF YEAR 3

Nencash Investing, Capital and Financing Activities:
et depreciation in fair value of Investments s

RECONCILIATION OF CPERATING INCOME TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES:
Operating income (lass) )

Adjustments te reconcile cperating income ta net cash
provided by operating activities:
Depreciation
Amartization
Change in assets and habibties
{Increase} dacreass in ACCouNts receivable, net
Decrease in special assessmerts receivable
{Increase} decrease in inventory
Decrease in delinguent ulfity bills on taxes
Decrease in prepaid sxpenses
increase in deposits
Increase [decrease) in accounts payable
increase in accrued sick and vacation
{Decrease) in accrued interest
{Decrease} in delerred revenue

NET ADJUSTMENTS

Business-Type Activities: Governmental
Enterprise Funds Activities
Water Supply Internal
and Sewage Stormwaterl Nenmajor Service
Disposal Fund Utility Fund Enterprise Funds Total Funds
5,683,274 $ 606,182 $ 318,792 $  £578248 $ 2,505 874
155,850 - 2,218 158,165 23,552
{1,2258978) {180,340} {85,385) {1,482,303) 1S88 402)
(3 996 097) {188 362) {224.560) {4411.019) 1,193,332}
585.149 236,880 11,062 833.091 747,742
8033 - 420.516 425,554 {378.208)
173,320 - 173,320 .
. (27.750) (27 750} -

- - 1,088
2727878 - 2,727,879

- {379,9567) (379,851}

- - 31,600 31.600 -
2735817 173,320 44 415 2853 652 377113
(2,252 .023) (1,332,658) - (4,584 6581) {382 6013

- - - - 1,011

- - - 11,073
(252 B5G) (73,282} (24,232) (350,183} -
(765507) {215,000} (75,000) (1,055 507} -
(4.270185) (1.620 950} 199.232) (5,880,371} (370,517
179,434 45,925 5121 233,480 31,0857
(46,258) {6.771) (53,030 -
{308) - (398) -
(15,588) - (15,568) -
2T3.708 (421) 273,287 .
- . . 276,033
{13,986} {684) - {14.880) (15,397
. - 5,121 5.121) :
376,923 41,048 - 417,872 286,593
{572,200} (1,168,701) 43,755) (1,785 856) 288,705
5,070,875 1,277,298 {12,498) 8335775 338,002
4,498 775 s 167,598 & 56,254 § 45509 § 624 707
0,019 % {439) 5 - $ {1,449) B
108,693 $ 41535 $ {171,024 § (20,756) $ 125374
793,546 185726 174,310 1,162,582 7TB 137
12,674 9,103 20 22697 .
87,203 {137) {1,896) 85,170 8 628
2,216 - - 2216 -
8180 - 302 8.482 (8.214]
3.191 - - 319 -
3,525 234 461 4.220 2,724
G52 - B850 1,302 -
{445 561) 1,388 9,288 {434 87 4) 79,544
13,896 684 - 14 68C 15.397
930y {1,663) {1,950} (4.543)
(2.218) - - (2,218) .
475,456 186,345 182,086 853,887 873.1158
585,148 $ 236,880 3 11,062 § 833.091 3 T47,742

NET CASH PROVIDED BY OPERATING ACTIVITIES 3

The accompanying notes are an integral part of these financial statements
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City of Marquette, Michigan
FIDUCIARY FUNDS
STATEMENT OF FIDUCIARY NET ASSETS

June 30, 2005

Private- Pension
Purpose Trust Agency
Trust Funds Funds Funds
ASSETS
Cash and equivalents 422,269 290,535 $ 1507897
Investments:
United States Government Securities - 5,018,812 -
Domestic Corporation Bonds - 3,968 452 -
Common, Pooled Fund - 15,459,157 -
Government National Mortgage Association - 4,730 -
Accounts receivable - - 1,254
Taxes receivable - - 115,902
Accrued interest receivable - 105,324 -
TOTAL ASSETS 422 268 24.847 010 $ 1625053
LIABILITIES
Accounts payable 14 2771 $ -
Contract retainage payable - - 94 007
Accrued wages and related liabilities - - 980,022
Due to other governments - - 29,715
Due to State - - 23,396
Due to local units - - 497 532
Other liabilities - - 371
TOTAL LIABILITIES 14 2,771 $ 1,625,053
NET ASSETS
Held in trust for pension benefits - -
Held in trust for invididuals,
organizations, anid other governments 422,255 24,844 239
TOTAL NET ASSETS $ 422 255 $ 24844239

The accompanying notes are an integral part of these financia! statements.
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City of Marquette, Michigan

FIDUCIARY FUNDS

STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

For the Fiscal Year Ended June 30, 2005

ADDITIONS:
Contributions:
Employer
Employee
Gifts, bequests and endowments

Total Contributions
Investment Income:
Net appreciation in fair value of investments
Interest and dividends
Investment expense

Net Investment Income (Loss)

TOTAL ADDITICNS {DEDUCTIONS)

DEDUCTIONS:
Benefits and annuity withdrawals
Administrative expenses
Payments in accordance with trust agreements
TOTAL DEDUCTIONS
CHANGE IN NET ASSETS

Net assets, beginning of year

NET ASSETS, END OF YEAR

The accompanying notes are an integral part of these financiail statements.
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Private- Pension
Purpose Trust
Trust Funds Funds
- 3 136,351
- 134,165
181,600 -
181,600 270,516
- 362,309
- 536,839
- {92,444)
- 806,704
181,600 1,077,220
- 1,216,872
- 10,544
97,700 -
97,700 1,227,416
83,900 (150,156)
338,355 24,994 435
422 255 $ 24,844 239




City of Marquette, Michigan
COMPONENT UNITS
COMBINING STATEMENT OF NET ASSETS

June 30, 2005

Board of Light Peter White Nonmajor
and Power Public Library Component Units Total
ASSETS
Current Assets:
Cash and cash eguivalents $ 3.483.871 5 388,123 % 1,583,133 $ 5,453,127
Investments 6,786,821 1,208,239 366,550 8,362,610
Receivables, net 1,338,446 1,083,789 317,220 2,720,455
Internal balances - - (146,600} (146,600}
inventory 4,266,374 - 17,750 4,284,164
Prepaid expenses and other assels 67,298 18,853 - 87,251
TOTAL CURRENT ASSETS 15,043,840 2,678,104 2,138,083 20,761,007
Noncurrent Assets:
Restricted Asseis 6,218,686 - - 5,218 696
Unamortized bond issuance costs 72,867 - - ¥2.867
Investment in UPPPA 1,801,085 - - 1,801.085
Capital assets:
Land - 114,704 - 114,704
Other capital assets 113,381,354 11,080,564 12,039,342 136,481.260
Accumulated depreciation (73.572,948) {4,174,854) (7.036,955) (84,784.757)
Total Capital Agsets 39,788,406 7,020,414 5002 387 51,811.207
TOTAL NONCURRENT ASSETS 47.881,054 7,020,414 5,002 387 59,903,855
TOTAL ASSETS 63,824,864 9,659,518 7. 140,480 80,664,852
LIABILITIES
Current Liabilities:
Accounts payable 1,954,588 26,500 576,602 2,557,680
Accrued liabilities 138,763 - 128,627 268,380
Unearned revenue - 1,056,061 308,003 1,364,084
Compensaled absences 793,157 - - 783,157
Gustomer deposits payable 1,319,078 - - 1,319,078
Current porfion of bonds payable - 440,000 178,572 588,572
Current portion of notes and contracts payable - - 11,637 14,637
Other current liabilities 40,000 - - 40,000
Current Liabilities (payable from restricted assets):
Current maturities on revenue bonds 3,805,000 - - 3,805 000
Rewvenue bond accrued interest payable 203,062 - - 203,062
Totat Current Liabilities {payable
from restricted assets) 4,008,062 - - 4,008,062
TOTAL CURRENT LIABILITIES 8,253,648 1,492,561 1,204,441 10,950,850
Noncusrent Liabilities:
Compensated absences - 86,404 - 86,404
Bonds payable 8,123,612 3,785,000 857,142 12,768,754
Notes payable 856,823 . 8,039 862,962
Cther 501,655 - 35,941 637,596
TOTAL NONCURRENT LIABILITIES 5,582 190 3,871,404 898,122 14,362,716
TOTAL LIABILITIES 17,835,838 5,363,965 2,103 583 25,303,366
NET ASSETS
Invested in capital assets net of refated debt 31,664,784 2825414 3,648,997 38,439,205
Restricted: -
Debt Service 439,088 - 439,088
Qther activities 2,210,834 763,975 - 2,974,809
Unrestricted 12,113,598 307,078 1,087,920 13,508,584
TOTAL NET ASSETS §% 45,989,026 3 4,335,553 $ 5,036,617 s 55,361 486

The accompanying notes are an integral part of these financial statements.
45



ar
‘sjuawWalels [Bloueuy assu o ved [esdsiur ue sie sajou BuAuedwoooe ayy

o6t Loe’es ¢ L16'9E0'S $ ESS'SEEY  § SZ0'686 GF % HYIA 40 QN3 ‘SL3SSY L3N
LiV'BYT VG LSP'EBE 'Y ZhS'RIGY ¥8Y'D8G F 10k Jo Bulunbeg '$)asse JoN
8L0'ELL'L 99%' LY {(6a6'2ye) PGB0V S13SS8Y 13N NI 3ONVHD
P52 861'T Log'zse o¥0'080"L /v0029 SINNIATH TVHINID TYLOL
ozl'sel LEY'0L 6295 686°LE SNO3UZ|IBOSHIN
gLl oYL 99522 pSL'ag 850'8e9 sBumiies waudsenu pue J5a.81u)
96€€6T' ) £F 1852 EGE V66 - goxe; Apedoid
SENUIATY |BIBURG)
(5/2'566) (gl v0g) (5e0'62¢' 1) GEF'8EL 992’006 3 9CE'555'L g 086'8886% $ £[Z8'688'82 $  SLINOQ LNINOdWOD WWIL0L
(522708} (Ge4'v08) B E - 959'LBL°L 985109 LL6'280T suchesadQ
SEUM jusuodwon JoREUCN
(ge0'azt’L) - (sg0'6zr'1) - - 059'€LE PLIE'90C 650'600'Z UNRS PUB UONEADDY
Arg1gry aland SHUAA J91Rd
GEP'eCs - $ - $ SEY'8EL $ 997006 $ - 3 020°185'¥T  § 16L'ZrL'vE % suciiesado
1@mog pue b 1o pieog
1ejo) SN Areigy Wh1 pue SUORNGLUODY SUCIINGIU0D $901A188 sasuadxg sleibold [ uoaung
Wwauoduon oHgng iamod Jo pieog pue sjuRID pue spuIe 10y sabieys )
Jofewiuon YA YAy |enden Biyesado
5]9S8Y I8N Ul sebueys pue anuaAdl (Ssuadxa) 191 santdAdy wesboig

S00Z '0g 8uUNnf papug Jea, [B0S|4 a4} 104
S3ILIALIV 40 INSWILVLS DNINIBNOD
S1INM LNINOdWOO

uebiyow ‘epanbiep Jo Aio



City of Marquette, Michigan
NOTES TO FINANCIAL STATEMENTS
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The City of Marquette, Michigan was incorporated February 27, 1871, under the provision of Act
279, PS 1909, as amended (Home Rule City Act). The City operates under a Commissioner -
Manager form of government and the services provided to the citizens include: legislative, executive.
elections, general services, public safety and fire protection, inspection, public works, sanitation,
parking systems, soctal services, parks and recreation, cultural, conservation of natural resources,
planning and other functions. In addition, the City operates four enterprise funds and two internal
service funds, which provide water and sewer services, marina services, stormwater management,
transportation acquisitiont and maintenance, transportation rental and building rental.

The financial statements of the City have been prepared in accordance with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting
Standards Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements (Statements and Interpretations). Governments are also required to
follow the pronouncements of the Financial Accounting Standards Board (FASB) issued through
November 30, 1989 (when applicable) that do not conflict with or contradict GASB
pronouncements. The more significant of these accounting policies established in GAAP and used
by the City are described below.

(1) REPORTING ENTITY

The City’s financial statements present the City (the primary government) and its component units,
In evaluating the City as a reporting entity, management has addressed all potential component units
(traditionally separate reporting units) for which the City may or may not be financially accountable
and, as such, be includable within the City’s financial statements. In accordance with GASB
Statement #14, the City (the primary government) is financially accountable if it appoints a voting
majority of the organization’s governing board and (1) it is able to impose its will on the
organization or (2) there is a potential for the organization to provide specific financial benefit to or
impose specific financial burden on the City. Additionally, the primary government is required to
consider other organizations for which the nature and significance of their relationship with the
primary government are such that exclusion would cause the reporting entity’s financial statements
to be misleading or incomplete.

Blended component units, although legally separate entities, are, in substance. part of the
government’s operations and so data from these units are combined with data of the primary
government. Each discretely presented component unit, on the other hand. is reported in a separate
column in the combined financial statements to emphasize 1t is legally separate from the government.
Each blended and discretely presented component unit has a June 30 year-end.

Fire and Police Retirement System - The City of Marquette is the administrator of a single-
employer public employee retirement system established and administered by the City to provide
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

pension benefits for the Fire and Police Department employees. The Fire and Police Retirement
System is considered part of the City of Marquette financial reporting entity and is included in the
City’s financial report as a pension trust fund.

BLENDED COMPONENT UNITS

City of Marquette Building Authority — The City of Marquette Building Authority’s governing body
consists of the City Manager, Finance Director and City Attorney which are appointed by the
governing board of the reporting entity. Although it is legally separate from the City, the Authority
is reported as if it were part of the primary government because its sole purpose is to finance and
construct the City’s public buildings. The reporting entity has guaranteed the debt issues of the
Authority.

DISCRETELY PRESENTED COMPONENT UNITS
Proprietary Fund Type

City of Marquette Board of Light and Power — The Board of Light and Power’s operating results
are held accountable to the government’s governing body. The rates for user charges and debt
issuance authorizations are approved by the government’s governing body. The reporting entity has
the responsibility to fund deficits and operating deficiencies. Prior to 1993-94, this entity had been
blended with and included in the City’s reporting entity as an enterprise fund.

A complete financial statement of the component unit can be obtained directly from the
administrative office.

City of Marquette Board of Light and Power
2200 Wright Street
Marquette, MI 49855

Marquette Housing Commission — The Marquette Housing Commission’s governing board is
appointed by the City Mayor with the confirmation of the commission.

A complete financial statement of the component unit can be obtained directly from the
administrative office.

Marquette Housing Commission
316 Pine Street
Marquette, MI 49855
Governmental Fund Type
City of Marquette Downtown Development Authority— The Downtown Development Authority’s

governing board is appointed by the City’s Mayor with the confirmation of the Commission and
includes the City Manager of the reporting entity. The reporting entity has the responsibility to fund
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
deficits and operating deficiencies, as well as a guarantee for any debt the Authority issues.

Separate financial statements for the City of Marquette Downtown Development Authority are not
developed; however, information can be obtained from the City’s Finance Department upon request,
located at 300 West Baraga Avenue, Marquette, Michigan 49855,

Peter White Public Library — The Peter White Public Library’s governing body is appointed by the
City’s Mayor with the confirmation of the Commission. The reporting entity has the responsibility
to fund deficits and operating deficiencies.

Separately issued financial statements of the Peter White Public Library component unit can be
obtained from the City’s Finance Department located at 300 West Baraga Avenue, Marquette,
Michigan 49855.

GASB Statement #14 requires reasonable separation between the Primary Government (including its
blended component units) and its discretely presented component units, both in the financial
statements and in the related notes and required supplementary information. Because the discretely
presented component units, although legally separate, have been and are operated as if each is part of
the primary government, there are limited instances where special note reference or separation will
be required. If no separate note reference or categorization is made, the user should assume that
information presented is equally applicable.

JOINT VENTURES

As defined in GASB Statement #14, a joint venture is a legal entity or other organization that results
from a contractual arrangement (or interlocal agreement) and that is owned, operated or governed by
two or more participants as a separate and specific activity subject to joint control in which the
participants retain (a) an ongoing financial interest or (b) an ongoing financial responsibility. The
City participates in the following joint ventures:

Marquette Area Wastewater Treatment Facility - The Marquette Area Wastewater Treatment
Facility’s governing board includes joint representation as appointed by the participating
governments’ governing bodies. As enumerated in Footnote D, the tacility is being accounted for as
an equity investment within the reporting entity.

Marquette County Solid Waste Management Authority - The Marquette County Solid Waste
Management Authority’s governing board includes joint representation as appointed by the
participating governments’ governing bodies. The reporting entity’s representation consists of two of
seven members and does not constitute enough representation to exert significant influence over the
Authority’s operations. The Authority selects management staff, sets user charges, budgets and
controfs all aspects of its operations and developments. The reporting entity provided its
proportionate share of the 1nitial funding and has guaranteed its proportional share of the Authority’s
outstanding debt.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

(2) BASIC FINANCIAL STATEMENTS - GOVERNMENT-WIDE FINANCIAL
STATEMENTS:

The City’s basic financial statements include both government-wide (reporting the City as a whole)
and fund financial statements (reporting the City’s major funds). Both the government-wide and
fund financial statements categorize primary activities as either governmental or business-type. The
City’s police and fire protection, public works, samtation, social services, recreation and culture, and
general administrative services are classified as governmental activities. The City’s water, sewer,
stormwater, transportation center, and marina services are classified as business-type activities.

In the government-wide Statement of Net Assets, both the governmental and business-type activities
columns are presented on a consolidated basis by column and are reported on a full accrual,
economic resource basis, which recognizes all long-term assets and receivables as well as long-term
debt and obligations. The City’s net assets are reported in three parts — invested in capital assets, net
of related debt; restricted net assets; and unrestricted net assets. The City first utilizes restricted
resources to finance qualifying activities.

The government-wide Statement of Activities reports both the gross and net cost of each of the
City’s functions and business-type activities. The functions are also supported by general
government revenues (property, sales and use taxes, certain intergovernmental revenues, fines,
permits and charges, etc.) The Statement of Activities reduces gross expenses (including
depreciation) by related program revenues, operating and capital grants. Program revenues must be
directly associated with the function or a business-type activity. Operating grants include operating-
specific and discretionary (either operating or capital) grants while the capital grants column reflects
capital-specific grants. The net costs (by function or business-type activity) are normally covered by
general revenue.

The City allocates indirect costs through an administrative service fee that 1s charged by the General
Fund to the other operating funds to recover the direct costs of General Fund services provided
(finance, personnel, purchasing, legal, technology, etc.)

The government-wide focus is more on the sustainability of the City as an entity and the change in
the City’s net assets resulting from the current year’s activities. For the most part, the effect of
interfund activities has been removed from these statements.

{3) BASIC FINANCIAL STATEMENTS — FUND FINANCIAL STATEMENTS:
The financial transactions of the City are reported in individual funds in the fund financial
statements. Each fund is accounted for by providing a separate set of self-balancing accounts that

comprises its assets. liabilities, reserves, fund equity, revenues and expenditures/expenses. The
various funds are reported by generic classification within the financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
The following fund types are used by the City:

Governmental Funds:

The focus of the governmental funds” measurement (in the fund statements) is upon determination of
financial position (sources, uses, and balances of financial resources) rather than upon net income.
The following 1s a description of the governmental funds of the City:

General Fund — The General Fund 1s the general operating fund and, accordingly, it is used to
account for all financial resources except those required to be accounted for in another fund.

Special Revenue Funds — Special Revenue Funds are used to account for the proceeds of specific
revenue sources that are legally restricted to expenditures for specific purposes.

Debt Service Funds - Debt Service Funds are used to account for the accumulation of resources
for, and the payment of, general long-term debt principal, interest, and related costs.

Capital Projects Funds — Capital Projects Funds are used to account for financial resources to be
used for the acquisition or construction of major capital facilities (other than those financed by
business-type/proprietary funds).

Component Units — Component units are used to account for the discretely presented component
units which follow governmental fund accounting guidelines.

Proprietary Funds

The focus of proprietary fund measurement is upon determination of operating income, changes in
net assets, financial position, and cash flows. The generally accepted accounting principles
applicable are those similar to businesses in the private sector. The following is a description of the
proprietary funds of the City:

Enterprise Funds — Enterprise Funds are used to account for operations (a) that are financed and
operated in a manner similar to private business enterprises - where the intent of the governing
body 1s that the cost (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges; or
(b) where the governing body has decided that periodic determination of revenues earned,
expenses incurred, and/or net income is appropriate for capital maintenance, public policy,
management control, accountability, or other purposes.

Internal Service Funds — Internal Service Funds are used to finance, administer and account for
the financing of goods and services provided by one department or agency to other departments or

agencies of the governmental unit or to other governmental units on a cost reimbursement basis.

Component Units — Component units are used to account for the discretely presented component
units which follow proprietary fund accounting guidelines.

51



NOTE A ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Fiduciary Funds

Fiduciary funds are used to report assets held in a trustee or agency capacity for others and therefore
are not available to support City programs. The reporting focus is on net assets and changes in net
assets and are reported using accounting principles similar to proprietary funds.

The emphasis in fund financial statements is on the major funds in either the governmental or
business-type activities categories. Nonmajor funds by category are summarized into a single
column. GASB Statement No. 34 sets forth minimum criteria (percentage of the assets, liabilities,
revenues or expenditures/expenses of cither fund category or the governmental and enterprise
combined) for the determination of major funds.

The City reports the following major governmental funds:

The General Fund is the City’s primary operating fund. It accounts for all financial resources of
the general government, except those required to be accounted for in another fund.

The Major Street and Trunkline Fund accounts for the receipt of allocated state shared gas and
weight taxes. The expenditure of these funds is restricted to Federal and State trunklines and
certain “mile” roads designated as major under contractual agreement with the State of Michigan.

The Local Street Fund accounts for the allocated state shared gas and weight taxes for remaining
City roads.

The Construction Fund accounts for the development, improvement and rehabilitation of City
infrastructure.

The City reports the following major proprietary funds:

The Water Supply and Sewage Disposal Fund accounts for the activities related to water
treatment and distribution, sanitary sewer operation and booster stations, and billing for services.

The Stormwater Utility Fund accounts for the management of stormwater related activities
including billing, maintenance and construction.

The City’s internal service funds are presented in the proprietary funds financial statements. Because
the principal users of the internal services are the City’s governmental activities, the financial
statement of the internal service fund is consolidated into the governmental column when presented
in the government-wide financial statements. To the extent possible, the cost of these services is
reported in the appropriate functional activity (general government, public works, etc.)

The City’s fiduciary funds are presented in the fiduciary fund financial statements by type (pension,
private purpose and agency). Since by definition these assets are being held for the benefit of a third
party (other Jocal governments, private parties, pension participants, etc.) and cannot be used to
address activities or obligations of the City, these funds are not incorporated into the government-
wide statements. The Special Activities Private-Purpose Trust Fund is used to account for the
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

contributions from private sources restricted for special projects. The Fire-Police Retirement System
Fund is used to account for the accumulation of resources to be used for the retirement annuity
payments at appropriate amounts and times in the future. The Agency Fund is used to record the
collection and payment of property taxes billed and collected by the City on behalf of the County, the
School Districts, and the Intermediate School District.

(4) BASIS OF ACCOUNTING

Basis of accounting refers to the point at which revenues or expenditures/expenses are recognized in
the accounts and reported in the financial statements. It relates to the timing of the measurements
made regardless of the measurement focus applied.

Accrual
Both governmental and business-type activities in the government-wide financial statements and the

proprietary and fiduciary fund financial statements are presented on the accrual basis of accounting.

Revenues are recognized when earned and expenses are recognized when incurred, regardless of the
timing of related cash flows. Property taxes are recognized as revenues in the year for which they are
levied. Grants and similar items are recognized as revenues as soon as all eligibility requirements
imposed by the provider have been met.

All enterprise funds, private-purpose trust funds, and pension trust funds apply Financial Accounting
Standards Board (FASB) pronouncements and Accounting Principles Board { APB) opinions issued
on or before November 30, 1989, unless those pronouncements conflict with or contradict GASB
pronouncements, in which case, GASB prevails. Their revenues are recognized when they are
earned, and their expenses are recognized when they are incurred. Unbilled electrie, water, and sewer
services are accrued as revenue in the Component Unit and Water Supply and Sewage Disposal
Funds based upon estimated consumption at year-end.

Modified Accrual

The governmental funds financial statements are presented on the modified accrual basis of
accounting. Under the modified basis of accounting, revenues are recorded when they are both
measurable and avatlable, “Available” means collectible within the current period or within 60 days
of the end of the current fiscal pertod. Expenditures are generally recognized under the modified
accrual basis of accounting when the related liability is incurred. However, debt service
expenditures, compensated absences, and claims and judgments are recorded only when payment is

due.

The revenues susceptible to accrual are property taxes, franchise fees, licenses, charges for services,
interest income and intergovernmental revenues. Sales taxes collected and held by the State at year-
end on behalf of the government are also recognized as revenue. All other governmental fund
revenues are recognized when received.



NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
(5) FINANCIAL STATEMENT AMOUNTS

Budgets and Budgetary Accounting — The City follows these procedures in establishing the
budgetary data reflected in the financial statements:

1. On the third Monday in April, the City Manager submits to the City Commission a proposed
operating budget for the ensuing fiscal year commencing July 1 in accordance with Section
8.2 of the City Charter. The operating budget includes proposed expenditures and the means
of financing them.

2. Prior to its adoption, a public hearing is conducted at City Hall to obtain taxpayer comments.

3. No later than the third Monday in May, the budget is adopted by the City Commission in
accordance with the provisions of Section 8.6 of the City Charter.

4. The City Commission adopts the budget by functional categories as presented in the basic
financial statements. Any transfers of appropriation between functions must be approved by
the City Commission. All unexpended appropriations lapse at fiscal year-end.

5. Formal budgetary integration is employed as a management control device for the General
Fund, all Special Revenue Funds, Debt Service Funds and Capital Project Funds.
Informational budget summaries only are adopted for the Enterprise and Internal Service
Funds. Such funds are not covered under the State of Michigan’s Public Act 621 nor the
City’s General Appropriations Act.

6. The City Commission has the authority to amend the budget when it becomes apparent that
deviations in the original budget will occur and the amount of the deviation can be
determined. Once originally adopted, the budget was formally amended two times during the
fiscal year.

7. The legally adopted budgets for the General Fund, Special Revenue Funds, Debt Service
Funds and Capital Project Funds and the informational summanies for the Enterprise and
Internal Service Funds are adopted on a basis consistent with generally accepted accounting
principles (GAAP).

Cash Equivalents — I or the purposes of balance sheet classification and the statement of cash flows,
the City considers all highly liquid investments with a maturity of three months or less when
purchased to be cash equivalents.

Restricted assets which contain cash equivalents are included in analyzing the effect on cash and
cash equivalents in the Statement of Cash Flows.

Inventory — Inventory is valued at cost using both the first-in, first-out (FIFQ) method and the

average cost method. The costs of governmental fund type inventories are recorded as expenditures
when consumed rather than when purchased.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Capital Assets — Capital assets, which include property, plant, equipment and infrastructure assets
{e.g. streets, bridges. and sidewalks), are reported in the applicable governmental or business-type
activities columns in the government-wide financial statements. Capital assets are defined by the
City as assets with an initial, individual cost of more than $1,000 and an estimated useful life in
excess of two years.

All capital assets are valued at historical cost or estimated historical cost if actual historical cost is
not available. Donated capital assets are valued at their fair value on the date donated. The cost of
construction in progress includes interest costs incurred during the construction period. The amount
of capitalized interest is determined using the weighted average amount of accumulated
expenditures multiplied by the interest rate for the obligation incurred specifically to finance the
construction of the asset.

Depreciation on all exhaustible capital assets is charged as an expense against their operations in
government-wide statements and proprietary financial statements. Accumulated depreciation is
reported on government-wide and proprietary statement of net assets. Depreciation has been
provided over the estimated useful lives using the straight-line method. The estimated useful lives
are as follows:

Land improvements 20 years
Building, structures and improvements 50 years
Equipment 5-35 years
Water and Sewage System 25-75 years
Electric System — Component Unit 5-80 years
Stormwater System 25 years
Infrastructure 20-50 years

The cost of normal maintenance and repairs is charged to operations as incurred. Renewals and
betterments are capitalized and depreciated over the remaining useful lives of the related properties.

A portion of the depreciation provision for the electric component unit is being charged to the cost of
fuel for those vehicles which groom and work the coal pile.

Long-Term Liabilities — In the government-wide financial statements and proprietary fund types in
the fund financial statements, long-term debt and other long-term obligations are reported as
liabilities in the applicable governmental activities and business-type activities or proprietary fund
type statement of net assets. Bond premiums and discounts, as well as issuance costs, are deferred
and amortized over the life of the bonds using straight line amortization. Bonds payable are reported
net of the applicable bond premium or discount. Bond issuance costs are reported as deferred
charges and amortized over the term of the related debt.



NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

In the fund financial statements, governmental fund types recognize bond premiums and discounts,
as well as bond issuance costs, during the current period. The face amount of debt issued is reported
as other financing sources. Premiums received on debt issuance are reported as other financing
sources and bond discounts are reported as other tinancing uses. Issuance costs, whether or not
withheld from the actual debt received, are reported as debt service.

Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires the use of estimates and assumptions that affect the reporting of
certain assets, liabilities, revenues, and expenditures. Actual results may differ from estimated
amounts.

Property Taxes — Property taxes attach as an enforceable lien on property as of January 1. Taxes
are levied no later than the third Monday in May and payable on July 1. Taxes receivable are
recorded when levied, as the legal right to receive exists. However, such revenues are not normally
received until after the 60 day period following the fiscal year-end. Accordingly, deferred revenue is
being recognized for such amounts.

The City bills and collects its own property taxes and also the taxes for the local school district, the
Intermediate School District, and the County. Collections of local school taxes, Intermediate School
District taxes, and County taxes, and their remittance are accounted for in the Agency Fund.

Worker’s Compensation — The City’s policy is to pay worker’s compensation premiums as incurred.
Any additional premiums or refunds resulting from experience adjustments are recorded in the year
made or received, respectively.

Comparative Data — Comparative data for the prior year has been presented in the accompanying
financial statements in order to provide an understanding of the changes in the City’s financial
position and operations.

Compensated Absences — The City accrues accumulated unpaid vacation, sick leave, and benefit
days and associated employee-related costs when earned (or estimated to be earned) by the employee.
The noncurrent portion (the amount estimated to be used in subsequent fiscal years) for
governmental funds is maintained separately and represents a reconciling item between the fund and
government-wide presentations.

Interfund Activity - Interfund activity is reported as either loans, services provided, reimbursements
or transfers. Loans are reported as interfund receivables and payables as appropriate and are subject
to elimipation upon consolidation. Services provided, deemed to be at market or near market rates,
are treated as revenues and expenditures/expenses. Reimbursements occur when one fund incurs a
cost, charges the appropriate benefiting fund and reduces its related cost as a result of the
reimbursement. All other interfund transactions are treated as transfers. Transfers between
governmental or proprietary funds are netted as part of the reconciliation to the government-wide
financial statements.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Implementation of New Accounting Principles — In June 1999, the Governmental Accounting
Standards Board (GASB) unanimously approved Statement No. 34, Basic Financial Statements-and
Management's Discussion and Analysis-for State and Local Governments (GASB No. 34). The City
has elected to utilize the infrastructure transition option in the implementation of GASB No. 34 and
will defer the retroactive reporting of the general and infrastructure reporting provistons of the
Statement until the subsequent year. Current vear additions to infrastructure have been included in
these financial statements.

NOTE B - DEPOSITS AND INVESTMENTS:

Cash Eguivalents

The following is a reconciliation of cash and investments for both the unrestricted and restricted
assets for the primary government and its component units from the Statement ot Net Assets:

Primary Component Fiduciary
Government Units Funds Total

Unrestricted:
Cash and cash equivalents $7.493.429 $5.453,127 $2,220.701 $15,167,257
Invesiments 2,707,500 8,362,610 24.451,151 35,521,261
10,200,929 13,815,737 26,671,832 50,688,518

Restricted:

Cash and cash equivalents 2,290,104 4,020,696 - 6,310,800
Investments 849,045 2,168,000 - 3,047,045
3,139,149 6,218,696 - 9,357,845
TOTALS $13,340,078 $20,034,433 $26.671,852 $60,046,363

Custodial Credit Risk -- Deposits

Custodial credit risk is the risk that in the event of a bank failure, the City’s deposits may not be
returned to it. State law does not require and the City does not have a deposit policy for custodial
credit risk. The carrying amounts of the primary government, component unit and fiduciary fund’s
deposits with financial institutions was $21,478,057 and the bank balance was $24,320,838. The
bank balance is categorized as follows:

Amount insured by the FDIC or uncollateralized with securities held by the City in its name $1,834,549

Amount collateralized with securities held by the pledging financial institutions trust
department in the City’s name:
Collateralized and uninsured 22,486,289

$24,320,838
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NOTE B - DEPOSITS AND INVESTMENTS (Continued):

Investments

As of June 30, 2005, the City had the following investments.

Investment Maturities (In years)

Fair Less More
Value than 1 1-5 6-10 than 10
PRIMARY GOVERNMENT:
Unrestricted Investments:
U.S, Government Agencies $2,707,500 $1,405980  $1.301,520 $- $-
Restricted Investments:
U.S. Government Agencies 849,045 849,045 - - -
TOTAL INVESTMENTS $3,556,545 $2,255,025 $1,301,520 $- $-
COMPONENT UNITS:
U.S. Treasury Notes 2,195,194 2,169,151 26,043 - -
1.8, Government Agencies 327,266 04,844 287,297 - -
Mutual Bond Funds 397,039 308,275 88,764 - -
Mutual Equity Funds 458,891 458,891 - - -
Time Deposits 7,182,220 5,268,103 1,914,117 - -
TOTAL INVESTMENTS $£10.560,610 $8,269,264 $2,316,221 $- $-
FIDUCIARY FUNDS:
U.S. Governiment Agencies $5,018,812 32,392,864 $1,534,763 $824,622 $266,563
Domestic Corporation Bonds 3,968,452 1,210,432 2,497,202 - 260,818
Common, Pooled Fund 15,459,157 15,459,157 - - -
Government National Mortgage
Association 4,730 - 529 - 4,201
TOTAL INVESTMENTS $24.451,151 $19,062,453 $4,032,494 $824,622 $531,382

Interest Rate Rivk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of the
City’s investments. The City does not have a formal investment policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from increasing interest
rates.

Credit Risk

Michigan statutes (Act 196, PA 1997) authorize the City to invest in bonds, other direct obligations
and repurchase agreements of the United States, certificates of deposits, savings accounts, deposit
accounts or receipts of a bank which is a member of the FDIC and authorized to operate in this
state, commercial paper rated at the time of purchase within the two highest classifications
established by not less than two standard rating services and matures within 270 days from date of
purchase, bankers” acceptances of the United States banks, obligations of the State of Michigan and
its political subdivisions, external investment pools, and certain mutual funds. Michigan law
prohibits security in the form of collateral, surety bond, or another form for the deposit of public
money.
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NOTE B - DEPOSITS AND INVESTMENTS (Continued):

Michigan statute (Act 314, PA 1965, as amended) authorizes the penszon trust to invest in, with

certain restrictions, stocks ‘and mutual funds up to 60% of the system’s assets; investments in the
general or separate account of life insurance companies; fixed income securities; investments in
leased property; direct investments in property; investments in real estate loans; investments in
small business or venture capital firms in Michigan; surplus funds pooled accounts; and bank or
trust company collective investment funds.

The City has no investment policy that would further limit its investment choices. The City’s
investments in Mutual Bond Funds are rated from Al to AAA by Moody’s. Ratings are not required
for the City’s investment in U.S. Government Agencies or equity-type funds. The City’s investments
are in accordance with statutory authority.

Concentration of Credit Risk

The City places no limit on the amount the City may invest in any one issuer. There were no
investments subject to concentration of credit risk disclosure.

NOTE C - RESTRICTED ASSETS - PROPRIETARY FUNDS AND COMPONENT
UNIT:

The proceeds from debt and other funds set aside for the payment of the enterprise fund revenue
bonds are classified as restricted assets since their use 18 limited by applicable bond indentures and
ordinances. The major provisions of the ordinances covering the bond indentures of the component
unit (Board of Light and Power) and the Water Supply and Sewage Disposal Fund are as follows:

L. Rates — The component unit fund only shall charge and collect rates necessary to provide net
revenues sufficient to cover annual debt service not less than 1.3 times.

2. Receiving Fund — All system revenues will be paid into this fund, including interest income,
to the extent interest income is not retained in the construction or bond reserve funds.

3. Operation and Maintenance Fund — Monthly transfers must be made from the Receiving
Fund, which is used for initial deposit of all receipts, to the Operation and Maintenance Fund
(included under current assets) to cover payment of next month’s estimated operating
expenses.

4. Bond Reserve Fund — Monthly transfers must be made to the Bond Reserve Fund in an
amount equal to the maximum annual principal and interest on the revenue bonds.

5. Replacement/Maintenance Fund — Monthly transfers are to be made as necessary, up to
required levels, to make major repairs and replacements to the systems.

6. Bend and Interest Redemption - Transfers will be made from the Receiving Fund in
amounts sufficient to pay the current bond and interest maturities.
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NOTE C - RESTRICTED ASSETS - PROPRIETARY FUNDS AND COMPONENT
UNIT (Continued):

7. Bond Escrow Fund — Transtfers were made to the Bond Escrow Fund to provide for the
normal retirement, including interest, of the capitalized leases, and revenue bond issues.
Transfers will be made to the Bond and Interest Redemption Fund as the obligations become
due.

8. Vacation, Sick Leave and Benefit Days Reserve — Transfers will be made to the vacation
and sick leave reserve to provide funding for accrued vacation, sick leave, and benefit day
liabilities to be paid to employees upon retirement or termination.

9. Tax Payment Fund - Transfers will be made to the Tax Payment Fund in amounts sufficient
to make payments in lieu of taxes to the City of Marquette. Transfers into this fund are
subordinate to payments of the above listed funds.

10.  Plant Replacement — Risk Retention Fund — Transfers will be made, as the Board
determines necessary 1o the fund, to finance major system repairs or replacements and
provide for potential claims not covered by existing insurance policies. Transfers to this fund
are subordinate to transfers to the tax payment fund noted above.

11.  Plant Improvement Fund — Transfers will be made to the Plant Improvement Fund as the
Board deems necessary for improvements, enlargements and extensions of the system.
Transfers to this fund are subordinate to transfers to the Plant Replacement Fund.

12.  Transfers from the Water Supply and Sewage Disposal Fund may be made to the General
Fund up 1o 40% of the surplus remaining at the end of the preceding fiscal year.

13.  The balance of revenues remaining after the above requirements are met shall, at the option
of the governing agency, be transferred to the Bond Reserve Fund for the purpose of calling
bonds.

The City Charter allows the transfer to the General Fund of 50% of the preceding year’s net income
of public utilities. The amount of net income not transferred to the General Fund must be held in a
reserve account for future capital outlay. Expenditures shall be charged to the reserve account.

The composition of restricted asset accounts for the respective primary government enterprise and
internal service funds and the respective component units are as follows:

Motor Municipat
Water Supply Stormwater Vehicle Scrvice Primary
And Sewage Marina Utility Equipment Center Government  Component
Disposal Fund Fund Fund Fund Fund Totai Units
Cash and cash equivalents $1,206,083  $331.133 $42,901 $703,457 $6,530 $2,290,104 $4,020,696
investmenf_s 591.762 = 257,343 - - 849‘(}45 2.198.000
TOTALS $1.797.785  $331,133 $300,244 $703.457 $6.530 33,139,149 $6,218.696
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NOTE D - JOINT VENTURE - INVESTMENT IN WASTEWATER PLANT:

The City has entered into a contract with the adjacent Townships of Chocolay and Marquette through
the County of Marquette to construct and operate a wastewater plant known as the Marquette Area
Wastewater Treatment Facility. Under the original agreement the City owned 79.8% of the facility,
the Township of Marquette owned 5.5%, and the Township of Chocolay owned 14.7%. The cost of
construction amounted to approximately $12,000,000 and was financed by Federal and State grants
for 80% of the cost and $2,500,000 general obligation bonds issued by Marquette County. The full
faith and credit of the City (refer to Note E) and the two Townships have been pledged. The total
investment in the Facility at June 30, 2005 by the City is $2,909,394, including local contributions
and its proportionate share of the net equity of the facility.

In the Spring of 1993, the City of Marquette and Chocolay Township each sold 2.25% of capacity to
Marquette Township. The new ownership percentages are; the City of Marquette owns 77.55%,
Chocolay Township owns 12.45%, and Marquette Township owns 10.00%.

The City utilizes the equity method of accounting for the activity in its investment in the Facility.
Under the equity method, the investment is adjusted for any additional capital investments made and
its proportionate share of the Facility’s results of operations.

As required by Governmental Accounting Standards Board Statement # 14, the City’s equity interest
is shown as an asset in the Water Supply and Sewage Disposal Fund. The separately issued audited
financial statements can be obtained at the City’s Finance Department located at 300 West Baraga
Avenue, Marquette, Michigan 49855,

A summary of condensed financial information of the Facility, in the aggregate, is as follows:

Assets 35,760,122
Liabilities 507,468
Equity 5,252,654
Revenues 1,180,625
Expenses 1,595,332
Other income 21,811
Loss from operations (414,707
City’s share of net (loss) (27,593)
City’s share of capital investments 66,297

NOTE E — CAPITALIZED LEASE OBLIGATIONS:

The City has a lease obligation with the County of Marquette as a result of the construction of the
pumping station and sanitary sewers in conjunction with the construction of the Marquette Area
Wastewater Treatment Facility. Accordingly, the City’s lease obligation corresponds to its share of
the interest and principal payments required to retire the bond issue.
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NOTE E - CAPITALIZED LEASE OBLIGATIONS (Continued):

On July 28, 1998, the County of Marquette issued $1,485,000 Marquette County Refunding Bonds
Unlimited Tax Series 1998 to refund in part the Marquette County Wastewater Treatment Bonds,
Series 1978. This refunding bond issue changed the City’s lease obligation with the County of
Marquette from 76.2% to 75.5% of the total debt resulting in a cumulative net savings of $60,257
for the City. The advance refunding also resulted in a difference between the reacquisition price and
the net carrying amount of the old debt of $47,336. This difference, reported in the accompanying
financial statements as deferred amounts on refunding, is being charged to operations through the
year 2008 using the effective-interest method.

The carrying amount of the City’s portion of the project at June 30, 2005 is $483.464. The City will
finance debt requirements with the revenues of the water and sewer system. Data relating to the
above agreement is summarized below:

Pump Station and Sanitary Sewers
Interest Rate 4.3 - 4.4%
Terms of principal maturities ~ December 1, 1998 to December 1, 2008

Annual maturities on the Water Supply and Sewage Disposal Fund capitalized lease obligations
are as follows:

Refunded July 28, 1998
Capitalized Lease

Obligations
Principal and interest maturities:
Year Ending June 30:
2006 $139,177
2007 133,980
2008 128,783
2009 123,524
Minimum lease payments 525,464
Less: Amount representing interest at the City’s
incremental borrowing rate of interest (42.000)
PRESENT VALUE OF
MINIMUM LEASE PAYMENTS $483,464

62



NOTE F - LONG - TERM DEBT:

The following is a summary of long-term debt transactions of the primary government and all
component units for the year ended June 30, 2005:

BUSINESS-TYPE ACTIVI'FIES:

Water Supply and Sewage Disposal Fund:
Lakeshore Park Place Note
State Act 94 Clean Water Assistance Loan
4.3-4.4%, 1998 Refunded Capitalized Lease Obligations
6.1-9.5%, Revenue Bonds, Series 1986
3.0% Revenue Bonds, Series 2004A
2.0%-4,1% Retunding Revenue Bonds

Marina Fund:
4.75-5.8%, Revenue Bonds, Series 1994
2.0% Revenue Bonds, Series 2004 A

Stormwater Utility Fund:
4.1-5.0%, Revenue Bonds, Series 1995

TOTAL BUSINESS-TYPE ACTIVITIES

GOVERNMENTAL ACTIVITIES:
Lakeshore Park Place Note

GEMS Installment Note
State Infrastructure Bank Note
2003 General Obligation Bonds

2005 General Obligation Bonds

Department of Transportation Bonds

1998 Building Authority Refunding Bonds

1998 Building Authority Bonds - Lakeview Arena

Marquette County Solid Waste Landfill Authority
Bonds, Series 1988 (Revised July 30, 1994)

Accrued Compensated Absences
TOTAL GOVERNMENTAL ACTIVITIES

COMPONENT UNITS:
Board of Light and Power Electric Utility
4.8 - 5.125% Revenue Bonds, Series 1693
Peter White Public Library
1997 Generat Obligation Bonds - Library Improvement

1998 Building Authority Bonds — Library
Accrued compensated absences

Downtown Development Authority:

Note payable - tractor
2001 Tax Increment Bonds
2005 Tax Increment Bonds

TOTAL COMPONENT UNITS
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Balance Balance

June 30, 2004 Additions DPeductions June 30, 2005
$ 149,991 8- $18.418 $131,573
3.470,000 - - 3.470,000
600,553 - 117,089 483,464
60,000 - 60,000 -
140.000 - 5,000 135,000
5,920,000 - 555,000 5,365.000
55,000 - 55,000 -
690,000 - 20,000 670,000
1,510,000 - 215,000 1,295,000
$12,595,544 8§ - §1,045.507 $11,550.037
$ 150,046 8§ - $18.425 $131.621
287,414 - 42 682 244 732
1,243,100 - 82,873 1,160,227
3,935,000 - 135,000 3,800.000
- 5,000,000 - 5,000,000
1,710,000 - 310,000 1,400,000
4,345,000 - 165,000 4,180,000
445,000 - 105,000 340,000
90,949 - 15,158 75,791
4578.809 189,349 189,768 978.39¢
$13.185318 £5,189.349 $1.063.906 $17,310.761
$15,605,075 $ - 33,676,463 $11,928,612
3,690,000 - 180,000 3,510,000
£90,000 - 205.000 685,000
75,887 10,517 - 86,404
28,749 - 11,073 17,676
357,143 - 71,429 285,714
- 750.000 - 750,000
320,646,854 £760,517 $4,143.965 $17,263,406



NOTE F - LONG - TERM DEBT (Continued):

The City’s component Units (Board of Light and Power and Peter White Library), the Marina, Water
Supply and Sewage Disposal Fund revenue bonds, general obligation bonds, and capital lease
obligations outstanding are recorded in the respective Component Unit and Enterprise Fund. The
Component Units’ debt and the Enterprise Fund debt are expected to be repaid from proprietary
revenues.

As of June 30, 2000, the City had a secured credit agreement with maximum borrowings of $750,000
and an interest rate of 4.88% per annum for the purpose of making certain street and utility
improvements along Lakeshore Boulevard in conjunction with the Lakeshore Park Place special
assessment project. At June 30, 2005, the amount borrowed was $399,926 of which $199,926 was
recorded in the Water Supply and Sewage Disposal Fund and $200,000 was recorded as
Governmental Activities long-term debt. The note will be paid off in ten consecutive and equal
annual principal and interest payments on the outstanding principal amounts due each year,
beginning August 5, 2001.

On April 1, 1996, the City of Marquette, Michigan issued $6,435,000 Water Supply and Sewage
Disposal System Revenue Bonds, Series 1996. The Water Supply and Sewage Disposal System
Revenue Bonds were issued for the purpose of tinancing the cost of expanding and making certain
improvements to the water supply and filtration system of the City in accordance with a resolution
adopted by the City Commission of the City on March 11, 1996, pursuant to Act 94, Public Acts of
Michigan, 1933, as amended.

In March of 1994, the City of Marquette, Michigan through the Michigan Municipal Bond Authority,
issued $1,000,000 Marina Development Revenue Bonds as authorized by Act 227, Public Acts of
Michigan, 1985, as amended. The City of Marquette acquired, constructed and is maintaining a
marina, including a fully floating pier system with wells for approximately ninety-eight boats,
accessible shore power, water, telephone and cable TV service, diesel and unleaded fuel availability,
a comfort station/office, a launch ramp, parking, security/decorative lighting and other equipment,
accessories and facilities.

On November 1, 1995, the City of Marquette, Michigan, issued $2,740,000 Stormwater Revenue
Bonds. The Stormwater Revenue Bonds were issued for the purpose of acquiring and constructing
certain stormwater utility improvements in the City in accordance with a resolution adopted by the
City Commission of the City, on August 28, 1995 pursuant to Act 94, Public Acts of Michigan,
1934, as amended.

On April 8. 2002, the City issued $367,859 of GEMS Installment Notes for the purpose of
purchasing computer equipment and software to be used for the City’s general finance operations.
The notes will be paid oft in eight annual principal installments beginning April 1, 2004 and ending
on April 1, 2010. Interest shall be payable semi-annually beginning October 1, 2002 at a rate equal
to 4.60% per annum.

On December 17, 1992, the City of Marquette, Michigan, through the Michigan Municipal Bond
Authority, issued $1,790,000 Michigan Transportation Fund Bond, Series 1992. The Michigan
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NOTE F ~ LONG — TERM DEBT (Continued):

Transportation Bonds were issued for the purpose of making certain street improvements in the City
in accordance with a resolution adopted by the City Commission of the City, on November 3, 1992,
pursuant to the provisions of Act 175, Public Acts of Michigan, 1952, as amended. The Department
of Transportation bonds are for the purpose of constructing roadway improvements and were used in
part for the downtown renovation/construction project and in part for match purposes on a Small
Cities Grant Project. The bonds will be paid by the General Fund through a transfer of monies to the
Major and Local Street Funds.

On June 24, 1999, the City issued $2.480,000 in Michigan Transportation Fund Refunding Bonds,
Series 1999 with interest rates ranging from 3.5% to 4.75% to advance refund $2,280.000 of
outstanding “Michigan Transportation Fund Bonds, Series 1986" dated September 25, 1986 (the
*1986 Prior Bonds™); the “Michigan Transportation Fund Bonds, Series 1989" dated August 10,
1989 (the 1989 Prior Bonds™); and the “Michigan Transportation Fund Bonds, Series 1999" 7.1%,
maturing in the years 1999 through 2009. There were no net proceeds (after payment of $200,000 in
underwriting fees, insurance, and other issuance costs). As a result, the 1986, 1989, and 1992 issue
bonds maturing in fiscal years 1999 through 2009 are considered to be defeased and the liability for
those bonds has been removed from Governmental Activities long-term debt balance. The proceeds
of the new bonds were placed in an irrevocable trust to provide for all future debt service payments
on the old bonds. Accordingly, the trust account assets and the liability for the defeased bonds are
not included in the City’s financial statements. On June 30, 2005, $1,355,000 of bonds outstanding
are considered defeased.

In August of 1991, the City of Marquette, Michigan, through the Michigan Municipal Bond
Authority, issued $5,200,000 Building Authority Bonds. The City of Marquette Building Authority
Municipal Obligations were issued pursuant to Act No. 31, of the Public Acts of 1948, as amended
(AAct 31"} for the construction of a Municipal Service Center. The Municipal Service Center houses
admimistrative offices and employee work areas for the departments of Engineering, Public Works,
Water Supply and Sewage Disposal, Parks & Recreation, and Motor Pool, provides storage and
warchousing for supplies and materials, and equipment storage and maintenance areas, contains a
fuel depot and provides parking areas and outside materials storage. The principal of and interest on
the City of Marquette Building Authority Municipal Obligations have been paid off, and were
secured by a statutory lien upon, cash rental payments to be paid by the City of Marquette to the City
of Marquette Building Authority pursuant to a Contract of Lease between the parties for the
Municipal Service Center constructed with the proceeds of the City of Marquette Building Authority
Municipal Obligations. The full faith and credit of the City of Marquette has been pledged for the
payment of the cash rental under the Contract of Lease. The City of Marquette has agreed to levy
ad valor taxes each year to the extent necessary for the payment of such cash rentals, subject to
applicable constitutional, statutory and charter limitations.

On June 16, 1998, the City issued $4,945,000 in Building Authority Refunding Bonds, Series 1998
with interest rates ranging from 3.8% to 5.125% to advance refund $4,535,000 of outstanding
Building Authority Bonds, Series 1991 with interest rates ranging from 6.00% to 6.875% maturing in
fiscal years 2002 through 2021, The 1998 Issue net proceeds of $4,790.820 (after payment of
$154,180 in underwriting fees, insurance, and other issuance costs) were used to purchase U.S,
government securities. Those securities were deposited in an irrevocable trust with an escrow agent
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NOTE F ~ LONG -TERM DEBT (Continued):

to provide for all future debt service interest and principal payments on the 1991 Issue refunded
bonds. As aresult, the 1991 Issue bonds maturing in fiscal years 2002 through 2021 are considered
to be defeased and the liability for those bonds has been removed from the Governmental Activities
long-term debt balance.

Also, the irrevocable trust account assets and the liability for the defeased bonds are not included in
the City’s financial statements. On June 30, 2005, $3,985,000 of bonds outstanding are considered
defeased.

The 1998 Building Authority Bonds - Lakeview Arena were issued for the purpose of defraying the
cost of renovating, constructing, furnishing and equipping improvements to the existing Lakeview
Arena. The bonds were issued pursuant to the provisions of Act 31 of P.A. 1948, as amended. The
Bond’s principal and interest are payable from lease payments required to be paid by the City to the
Building Authority pursuant to the Contract of Lease between the City and the Authority.

On November 3, 1988, the City of Marquette authorized the sale of Marguette County Solid Waste
Landfill Authority Bonds, Series 1988, in the amount of $2,675,000 to pay for part of the cost of
acquiring, constructing, and establishing a sanitary landfill and a solid waste management system.
The City’s proportionate share of the bonds is 31 percent or $798,250. The City’s portion of the
bond’s principal and interest are payable from General Fund tax levies. In July of 1993, the
Authority advance refunded a portion of this issue maturing in fiscal years 1997-2009 with the
1993B Issue, Refunding Bonds.

On December 27, 1997, the City of Marquette, Michigan, issued $4,500,000 General Obligation
Unlimited Tax Library Improvement Bonds for the purpose of defraying a portion of the cost of
expanding and renovating the Peter White Public Library located in the City of Marquette. The
bonds were issued pursuant to the provisions of Act 227, Public Acts of Michigan, 1985, as
amended. The full faith and credit of the City of Marquette are pledged for the payment of the
principal and of the interest on the bonds when due.

On June 16, 1998, the City of Marquette Building Authority, issued $2,000,000 Building Authority
Bonds (Peter White Public Library) Series 1998 for the purpose of defraying the cost of renovating,
constructing, furnishing and equipping improvements to the existing Peter White Public Library, The
bonds were issued pursuant to the provisions of Act 31 of P.A. 1948, as amended. The bond’s
principal and interest are payable from lease payments required to be paid by the City of Marquette
to the Building Authority pursuant to the Contract of Lease between the City and the Authority.

When all of the Building Authority Bonds have been retired the Authority shall convey all rights,
title, and interest to the City of Marquette.

Pursuant to Section 162.2 of Act 197, Public Acts of Michigan, as amended on October 11,2001, the
Marquette Downtown Development Authority (DDA) issued Tax Increment Bonds in the amount of
$500,000 at a 4.6% interest rate designated as Tax Increment Bonds, Series 2001, to finance a
portion of the costs of certain public improvements within the downtown district. The principal and
interest payable on the bonds shall be repaid solely from tax increment revenues received by the

66



NOTE F - LONG -TERM DEBT (Continued):
DDA.

On July 25, 2003, the City issued $1,243,100 of State Infrastructure Bank Notes for the purpose of
financing transportation infrastructure improvements through the County Road (CR) 550 Flood
Repair and Spring Street Reconstruction project. The notes will be paid off in 15 annual principal
installments beginning July 25, 2004 and ending July 25, 2019, plus interest at the rate of zero
percent,

On December 23 2003, the City issued $3,935,000 in General Obligation Limited Tax Bonds with
interest rates ranging from 2.0% to 4.55%. The Bonds were issued pursuant to the resolution duly
adopted by the City on November 24, 2003 for the purpose of reimbursing the City for certain costs
relating to the acquisition of waterfront property for the City’s park system, and paying the costs of
designing, engineering, acquiring, preparing. constructing and equipping various park improvements,

On March 9, 2004, the City issued $3,470,000 of State of Michigan Act 94 Clean Water Assistance
Loan for the purpose of rehabilitation of the Hawley Street, Pine Street, Lake Street, and Baraga
Avenue sewage pump stations. The loan will be paid off in annual principal and interest payments
over 20 years with an interest rate of 2.125%.

On November 4, 2003, the City issued $5,990,000 in Water and Sewer Refunding Revenue Bonds
with an interest rate ranging from 2.0% to 4.1% to advance refund $5,820,000 of outstanding 1996,
1977 and 1989 Water and Sewer Revenue Bonds with interest rates ranging 3.85% to 7.0%. The net
proceeds of $5,946,012 (after payment of $122,927 in underwriting fees, insurance, and other
issuance costs plus an additional $11,484 in Prior Issue Debt Service fund monies and a $67.455
reoffering premium) were used to purchase U.S. government securities. Those securities were
deposited in an irrevocable trust with an escrow agent to provide for all callable future debt service
payments on the 1996. 1977 and 1989 Water and Sewer Revenue bonds. As aresult, the 1996, 1977
and 1989 Water and Sewer Revenue bonds are considered to be defeased and the liability for those
bonds has been removed from the government-wide statement of net assets. On June 30, 2005,
$5.275,000 of bonds outstanding are considered defeased.

The advance refunding resulted in a difference between the reacquisition price and the net carrying
amount of the old debt of $170,000. This difference, reported in the accompanying financial
statements as a deduction from bonds payable, is being charged to operations through the year 2016
using the effective-interest method.

On February 18, 2004, the City issued $140,000 in Water and Sewer Refunding Revenue Bonds,
Series 2004 A with an average interest rate of 2.0 percent to advance refund $125,000 of outstanding
Water and Sewer Revenue Bonds, Series 1986 with an interest rate ranging 6.1% t0 9.5%. The net
proceeds of $125,365 (after payment of $14,821 in underwriting fees, insurance, and other issuance
costs) were used to purchase U.S. government securities. Those securities were deposited in an
irrevocable trust with an escrow agent to provide for all future callable debt service payments on the
Water and Sewer Revenue Bonds, Series 1986. As aresult, the 1986 Series bonds are considered to
be defeased and the liability for those bonds has been removed from the government-wide statement
of net assets. On June 30, 2005, $65.000 of bonds outstanding are considered defeased.
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NOTE F - LLONG -TERM DEBT (Continued):

The advance refunding resulted in a difference between the reacquisition price and the net carrying
amount of the old debt of $15,000. This difference, reported in the accompanying financial
statements as a deduction from bonds payable, is being charged to operations through the year 2016
using the effective-interest method.

On February 18, 2004, the City issued $690,000 in Marina Refunding Revenue Bonds, Series 2004 A
with an average interest rate of 2.0 percent to advance refund $655,000 of outstanding Marina
Revenuc Bonds, Series 1994 with an interest rate ranging 4.75% to 5.8%. The net proceeds of
$669.508 (after payment of $18,512 in underwriting fees, insurance, and other issuance costs) were
used to purchase U.S. government securities. Those securities were deposited in an irrevocable trust
with an escrow agent to provide for all future callable debt service payments on the Marina Revenue
Bonds, Series 1994. As a result, the 1994 Series bonds are considered to be defeased and the
liability for those bonds has been removed from the government-wide statement of net assets. On

June 30, 2005, $655,000 of bonds outstanding are considered defeased.

The advance refunding resulted in a difference between the reacquisition price and the net carrying
amount of the old debt of $35,000. This difference, reported in the accompanying financial
statements as a deduction from bonds payable, is being charged to operations through the year 2014
using the effective-interest method.

On May 26, 2005, the City issued $5,000,000 in General Obligation Limited Tax Bonds with interest
rates ranging from 3.27% to 4.70%. The Bonds were issued pursuant to the resolution duly adopted
by the City on January 31, 2005 for the purpose of paying all or part of the cost of acquiring,
improving and equipping real property within and without the City for use for authorized purposes.

Pursuant to Section 16(2) of Act 197, Public Acts of Michigan, 1975, as amended, on April 29, 2003
the Marquette Downtown Development Authority (DDA) issued Tax Increment Bonds in the
amount of $750,000 at a 3.65% interest rate designated as Tax Increment Bonds, Series 2005, to
finance a portion of the costs of certain public improvements within the downtown district. The
principal and interest payable on the bonds shall be repaid solely from tax increment revenues
received by the DDA,

Annual maturities on Component Unit debt are as follows:

Downtown Downtown Board of Light

1997 G.O. 1998 Building Downtown Development Development & Power

Bonds Authority Development 2001 Tax 2003 Tax Revenue

Library Bends Authority Increnent Increment Bonds
Maturities Improvement - Library Note Payable Bonds Bonds Series 1001 A
Year Ending June 30

2006 $195,000 $215.000 $11,638 371,429 $107,143 $3,803,600
2007 210,000 223,000 6,038 71,429 107,143 2,695,000
2008 220,000 245,000 - 71,428 107,143 2.790.000
2009 230.000 . 71,428 107,143 2,760,000
2010 240,000 - 107,143 -
2011-2013 1,390,000 214,285 -
2016-2018 1,023,000 - -
Discount - - - - - (61,388)
Principal 3,510,000 683,600 17,676 285,714 730,000 11.928,612
Interest 1,274,509 67,525 782 23,224 107,371 800.679
TOTAL 54,784,509 $752,525 518,458 $308,938 $857.371 $12,729 291
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NOTE F - LONG -TERM DEBT (Continued):

Board of Light and Power - Certain bonds issued in 1993 were defeased on October 11, 2001.
Maximum maturities through 2009 total $3.805,000 annually. Certain bonds issued in 2001 are
subject to redemption at par, beginning July 1, 2006. The proceeds of the new bonds were placed in
an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly,
the trust account assets and the liability for the defeased bonds are not included in the Board of Light
and Power’s financial statements.
considered defeased.

Annual maturities on the Business-Type Activities debts are as follows:

On June 30, 2005, $21,335,000 of bonds outstanding are

Stormwater Marina
Utility Fund Water Supply and Sewage Disposal Fund Fund
State Act 94 12/01/58

Year 110895 Lakeshore Clean Water Capitalized 2/18/04 11/04/03 2/18/04

Ending Revenue Park Place Assistance iease Revenue Revenue Revenue

June 30. Bonds Note Loan Obligations Bonds Bonds Bonds
2006 230,000 5 19,329 § 140,000 § 120,866 § 65,000 § 365,000 $ 70,000
2007 245,000 20,286 145,000 120,866 70,600 370,000 70,000
2008 255,000 21,289 145,000 120,866 - 590,000 70,000
2009 275,000 22,343 150,000 120,866 - 480,000 73.000
2010 290,000 23,448 155,000 - - 410,000 70,000
2011 - 24,878 155,000 - - 410,000 75,000
2012 - - 160,000 - “ 430,000 75,000
2013 - - 165,000 - - 450,000 80,000
2014 - - 165,000 - - 470,000 85,000
2015 - - 170,000 - 485,000 -
2016 - - 175,000 - 565,000 .
2017 - - 180,000 - - -
2018 - - 186,600 - - - -
2019 - - 185,600 - . - -
2020 " - 190,000 - - - -
2021 - - 195.000 - - - -
2022 - - 200,000 - - - -
2023 " - 200,000 - - - -
2024 - 205,000 - - - -
2025 - - 210,000 - - - -
Principal 1,295,000 131,573 3,470,000 483,464 133,000 5,363,600 670,000
Interest 201,633 23,651 804,935 42,600 2,750 1,164,370 105.275
1496635 § 155224 % 4,274,935 § 525464 $ 137750 8 6,529370 % 773275
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NOTE F - LONG -TERM DEBT (Continued):

Annual maturities on the Governmental Activities are as follows:

1998 Building Marquette
Seate 199% Buitding Authority County
Year Lakeshore GEMS Infrastructure 2003 General 2005 General Transportation Authority Bonds, Sanitary Landfill
Ending Park Place Installment Bank Obligation Qbliganan Bond Fund Honds, Lakeview Authority Bonds
June 30, Note Note Nete Bonds Bends Loans Payable Refunding Arena Series 1983
806 % 19,336 % 44646 § 52875 § 150000 § -3 325000 % 175,000 % 105,000 § 16,754
2007 20,243 46,699 823873 150,000 - 340,00 185.000 110.000 17.950
008 21297 48,847 82,873 176,000 135,000 145,000 190,000 125,000 19,346
2009 12,351 51,068 82,873 175.000 145,000 185.00n 205,000 - 21 341
200 23,457 53,445 52,873 175,000 160,000 195,000 230.000 - -
2011 24,887 - 82,873 155,060 170,000 - 225,600 - -
2002 T - 32,873 190,000 185,000 - 235,600
2013 - 82,873 190,000 204,000 - 245,000 -
2014 - - B2E73 200,000 215,000 - 260,000 - -
2013 - B2.873 210,080 235,000 275,000 -
2016 - - 82373 220,000 255.000 - 285.000 -
2037 - - 82,873 130,000 270,000 - 300,000 -
201% - 82,873 235,000 290,000 - 320,000 -
2019 - - 32878 243,000 315,600 - 335,000 . -
2020 - - - 260,060 340,000 - 355000 - -
2021 - - 270,000 360,000 380,060 -
%22 - - 230,000 390400 - - -
023 - - 295,000 415,000 - -
2024 - - 445,000 - -
2025 - - - 475,000 .
Principal 131,621 244,732 L.160,227 3,800,000 5,000,000 §, 450,000 4,180,000 340,000 75.791
Inferest 23,660 34,809 - LG673,854 3,865,922 143.491 2,016,085 34,124 13,303
Totai  § 155,283 % 279,536 % 1160.227 § 5,473,854 7865922 % 1,543,491 8 6,196,085 $ 374,123 § 89,094
Annual principal and interest requirements on indebtedness are as follows:
Governmental Activities Business Type Activities Component Units
Principal Enterest Principal Interest Principal Interest
2006 $918.576 $631,030 $1.210,193 $363.762 $4.405.209 $391.138
2007 932,817 629,722 1,241,152 332,641 3314611 460436
2008 1,147,565 589,587 1,202,135 261,121 3433572 337,453
2009 §87.860 547,851 1123209 49412 3047182 207,511
2010 899,775 514,508 948 448 210,971 347,143 139,085
2011-2015 3,629,286 2,195722 3,399,878 647 403 1.604,285 156,914
20H16-2020 4,586,492 1,353,529 1,415,000 177.105 1,023,000 80,903
2021.2025 3.310,000 353.271 1,040,000 34.400 .
Totals $16.332.371 $6.835,249 $11,550.037 $2.326 817 $17,177.002 £2.274 090

Estimated compensated absences due within one year are $1,311,977. The general fund has typically
been used to liquidate the liability for compensated absences in prior years.

70



NOTE G - INTERFUND BALANCES:

The amounts of interfund receivables and payables are as follows:

Interfund Interfund
Fund Receivable Fund Payable
PRIMARY GOVERNMENT:
General $721,924 Major Street $155.410
Local Street 118,636
Nonmajor governmental 70,906
Nonmajor enterprise 376,972
Subtotal 721,924 Subtotal 721,924
Nonmajor governmental 31,330 General 411,281
Nonmajor enterprise 379,951
Subtotal 411,281 Subtotal 411,281
PRIMARY GOVERNMENT
AND COMPONENT UNIT:
Downtown Development Authority
General — Primary Unit 117,442 - Component Unit 117,442
TOTAL REFORTING ENTITY $1,250,647 TOTAL REPORTING ENTITY $1,250,647

All internal balances resulted from the time lag between the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in the

accounting system, and (3) payments between funds are made.,
NOTE H - INTERFUND TRANSFERS IN AND TRANSFERS OUT:

The interfund transfers for the year are as follows:

Fund Transfers In Fund Transfers Out
PRIMARY GOVERNMENT:
Major Street $309,761 General $2.207.601
Local Street 682,098
Construction 10,528
Nonmajor governmental 784,698
Nonmajor Enterprise 420,516
Subtotal 2,207.601 Subtotal 2,207,601
General 9.139 Nonmajor governmental 9,139
Construction 54,365 Major Street 54,365
Internal service 378.208 Nonmajor governmental 378,208
TOTAL REPORTING ENTITY $2,649,313 TOTAL REPORTING ENTITY $2.649.313
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NOTE H - INTERFUND TRANSFERS IN AND TRANSFERS OUT (Continued):

Transfers are used to (1) move revenues from the fund that statute or budget requires to collect them
to the fund that statute or budget requires to expend them, (2) move receipts restricted to debt service
from the funds collecting the receipts to the debt service fund as debt service payments become due,
and (3) use unrestricted revenues collected in the general fund to finance various programs accounted

for in other funds in accordance with budgetary authorizations.

NOTE I - ADVANCES TO/FROM COMPONENT UNITS:

Advances Advances
Fund From Fund To
Downtown Development Authority —~
Generai — Primary Government $29,158 Component Unit $29,158

NOTE J - CAPITAL ASSETS:

A summary of changes in governmental activities capital assets including internal service funds

capital assets is as follows:

Balance at Balance at
June 30, 2004 Additions Disposals Jupe 30, 2005

GOVERNMENTAL ACTIVITIES:
Investment in joint venture $3.073,511 $486,886 3- $3,560,397
Construction in progress 2,465,718 2,309,130 (1,163,246) 3,611,602
Land 6,048,122 5,109,644 - 11,157,766
Total Capital Assets, not being depreciated 11,587,351 7.905,660 (1,163,246) 18,329,765
Land improvements 6,890,518 19,870 - 6,910,388
Buildings 4,971,467 - - 4,971,467
Building improvements 11,701,638 150,282 - 11,851,920
Furniture and equipment 10,745,506 836,649 (410,087) 11,172,068
Infrastructure 1,598,007 1,381,040 - 2,979,047
Total Capital Assets, being depreciated 35,907,136 2,387,841 (410,087) 37.884.890

Less Accumulated Depreciation:
Land improvements (3,658,801) (315,179 - (3,973,980)
Buildings (2,645,199) (87,622) - (2,732,821
Building improvements (4,966,941) (440,45%) - (5,407,396)
Furniture and equipment (6,450,107) (732,715) 190,306 (6,992,516)
infrastructure (49,428) (57,331) - (106,739)
Total Accumulated Depreciation (17,770,476) (1,633,302) 190,306 (19,213.472)
Governmental Activities

Capital Assets, net $29,724,011  $8,660,199  $(1,383,027) $37,001,183
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NOTE J - CAPITAL ASSETS (Continued):

Depreciation expense for the governmental activities was charged to the following functions and
activities of the primary government:

Governmental Activity;

Depreciation — unallocated $857.165
Internal Service Funds charged to above activities 776,137
Total Depreciation Expense — Governmental Activities $1,633,302

A summary of changes in business-type activities capital assets is as follows:

Balance at Balance at
June 30, 2004 Additions Disposals June 30, 2005

BUSINESS-TYPE ACTIVITIES:

Investment in joint venture $2.909,394 $8.038 $- $2,917,432
Land 102,500 - - 102,500
Total Capital Assets, not being depreciated 3.011,894 8.038 - 3,019,932
Land improvements 3,128,861 - - 3,128,861
Buildings and building improvements 14,111,169 660,523 - 14,771,692
Furniture and equipment 1,626,487 2,007,452 - 3,633,939
Infrastructure 31,054,049 1,916,706 - 32,970,755
Total Capital Assets, being depreciated 49,920,566 4,584 681 - 54,505,247

Less Accumulated Depreciation:
Land improvements (1,001,752) (119,874) . (1.121,626)
Buildings and building improvements (4,416,002) (315,412) - (4,731,414)
Furniture and equipmernt (674,124) (123,670) - {797,794)
Infrastructure (7,848.083) {593,929) - (8,442,012)
Total Accumulated Depreciation (13,939,961} {1,152 885) - (13,092 846)

Business-Type Activities
Capital Assets, net $38,992 499 $3,439,834 5- $42,432,333

Depreciation expense for the business-type activities was charged to the following functions and
activities of the primary government;

Business-Type Activities:

Water Supply and Sewage Disposal $793,546
Stormwater Utility 185,726
Marina 134,821
Intermodal Transportation Terminal 38,792

Total Depreciation Expense — Business-Type Activities $1,152,885
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NOTE J - CAPITAL ASSETS (Continued):

A summary of component unit’s capital assets is as follows:

Board of Peter White Downtown Marquette Total
Light and Public Development Housing Component
Power Library Authority Commission Units
COMPONENT UNITS:
Land $1,119,971 $114,704 $- $187.180 $1.421,855
Total Capital Assets,
not being depreciated 1,119,971 114,704 - 187,180 1,421,855
Land improvements - - 1,754,632 917,802 2,672,434
Buildings and improvements 11,002,626 3.848,094 - 8,473,982 28,324,704
Furniture and equipment 101,238,757 2,232,468 52,371 613,375 104,176,971
Total Capital Assets,
being depreciated 112,241,383 11,080,564 1,847.003 10,005,159 135,174,109
Less Accumulated Depreciation:
Land improvements - - (111,141) - (111,141)
Buildings and improvements - {2,401,590) - - (2,401,590}
Furniture and equipment - {1,773,264) (59.836) - (1.833,100)
Unallocated {73,572,948) - - {6,865,978) (80,438.926)
Total Accumulated Depreciation (73,572,948) (4,174,854) {170,977 (6,865,978 {84,784,757)
Component Units
Capital Assets, net $39,788.406 $7.020.414 $1,676.026 $3,326,361 $51,811,207

Depreciation expense for the component units was charged to the following functions:

Component Units;

Board of Light and Power $3,079,092
Peter White Public Library 510,940
Downtown Development Authority 65,771
Margquette Housing Commission 408,129

Total Depreciation Expense — Component Units ~ $4,063,932

NOTE K - UNEARNED REVENUES:

Unearned revenues are those where asset recognition criteria have been met, but for which revenue

recognition criteria have not been met.

1. The General Fund has reported unearned revenue 0f $7,639,418. Of this amount, $7,289,093
relates to the 2005 tax levy assessed May 1, 2004 and payable July 1, 2004, $12,417 relates
to delinquent taxes receivable not collected within sixty days after year-end, and $337,908
relates to the special assessment receivable which are not available resources within the next

year.
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NOTE K —~ UNEARNED REVENUES (Continued):

2. The Enterprise Funds have reported unearned revenue of $122,442. This amount, $122,442
represents the portion of special assessment receivables which are not available resources
within the next year.

3. The Component Units have reported unearned revenue of $1,364,064. This amount
$1,364,064 relates to their portion of the 2005 tax levy.

NOTE L - DEFINED BENEFIT PENSION PLAN - MUNICIPAL EMPLOYEES
RETIREMENT SYSTEM OF MICHIGAN:

Plan Description

The City contributes to the Municipal Employees Retirement System of Michigan (System), an
agent multiple-employer public employee retirement system that acts as a common investment and
administrative agent for all Michigan municipal employees. The System issues a publicly available
financial report that includes financial statements and required supplementary information for the
system. That report may be obtained by writing to MERS at 1134 Municipal Way, Lansing, MI
48917-9755.

The qualified employees of the Fire Department and the Police Department of the City are included
in a separate self-administered plan. The employees of the Marquette Board of Light and Power are
included in a separate plan. All other full-time employees of the City and the Marquette Area
Wastewater Treatment Facility are eligible to participate in the System. Benefits vest after six years
for senior management and after ten years for all others. City employees who retire at or after the age
of 60 with 10 years of credited service are entitled to an annual retirement benefit, payable monthly
for life, annual benefits are determined by negotiated contractual benefits within statute guidelines.
The System also provides death and disability benefits. These benefit provisions and all other
requirements are established by State statute and City ordinance.

Active employees with ten or more years of service, who become disabled receive an amount equal
to the same as would be received under the normal retirement requirements, except that the reduction
for retirement before age 60 is not applied. If the disability is from service connected causes, the
amount of retirement allowance shall be computed as if the member had acquired exactly 10 years of
credited service, if the actually acquired credited service is less than 10 years.

If an employee dies, the beneficiary receives a retirement allowance computed in the same manner as
a service retirement allowance, but reduced to reflect an Option I (100% joint and survivor) election.
An employee’s surviving spouse will receive a retirement allowance equal to 85% of the deceased
member’s or deceased vested former member’s accrued retirement allowance computed in the same
manner as a service retirement allowance, based on service and final average compensation at time
of death.
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NOTE L — DEFINED BENEFIT PENSION PLAN - MUNICIPAL EMPLOYEES
RETIREMENT SYSTEM OF MICHIGAN (Continued):

Funding Policy

City employees are required to contribute five percent of their annual compensation to the System.
The City pays the contribution for senior management. The City is required to contribute the
remaining amounts necessary to fund the System, using the actuarial basis specitied by statute.

Annual Pension Cost

For the year ended June 30, 2005, the City’s annual pension cost of $545,201 for the plan was equal
to the City’s required and actual contribution. The annual required contribution was determined as
part of an actuarial valuation at December 31, 2002, using the entry age normal cost method.
Significant actuarial assumptions used in the valuation include (a) a rate of return on the investment
of present and future assets of 8%, (b) projected salary increases of 4.5% a year compounded
annually, attributable to inflation, and (c) additional projected salary increases of 0.0% to 4.16% per
year, depending on age, attributable to seniority/merit. The actuarial value of assets was determined
using techniques that smooth the effects of short-term volatility in the market value of investments
over a five year period. The unfunded actuarial accrued liability is being amortized as a level percent
of projected payroll on an open basis over a period of 30 years.

Trend Information

Trend information gives an indication of the progress made in accumulating sufficient assets to pay
benefits when due. Three year trend information is stated below and ten year trend information may
be found on page 88.

Fiscal Year Valuation Date Annual Pension Percentage of Net Pension
Ending June 30 December 31 Cost (APC) APC Contributed Obligation
2003 2000 $456.453 100% 0
2004 200 521,245 100% 0
2005 2002 545,201 100% 0

NOTE M - DEFINED BENEFIT PENSION PLAN - FIRE-POLICE RETIREMENT
SYSTEM:

Separately Issued Plan Financial Report

The separately issued audited financial statements of the Plan can be obtained at the City’s Finance
Department located at 300 West Baraga Avenue, Marquette, Michigan 49855.

Summary of Significant Accounting Policies

Basis of Accounting - The City of Marquette Fire - Police Retirement System financial statements
are prepared using the accrual basis of accounting. Plan member contributions are recognized in the
period in which the contributions are due. Employer contributions to the plan are recognized when
due and the employer has made a formal commitment to provide the contributions. Benefits and
refunds are recognized when due and payable in accordance with the terms of the plan.
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NOTE M - DEFINED BENEFIT PENSION PLAN - FIRE-POLICE RETIREMENT
SYSTEM (Continued}):

Method Used to Value Investments - Investments are reported at fair value. Short-term investments
are reported at cost, which approximates fair value. Securities traded on a national exchange are
valued at the last reported sales price at current exchange rates. Mortgages are valued on the basis of
future principal and interest payments, and are discounted at prevailing interest rates for similar
instruments. The fair value of real estate investments is based on independent appraisals.
Investments that do not have an established market are reported at estimated fair value.

Plan Description

The City of Marquette is the administrator of a single-employer public employee retirement system
(“System™) established and administered by the City of Marquette to provide pension benefits for the
Fire and Police Department employees. The Fire and Police System is considered part of the City
Marquette’s financial reporting entity and is included in the City’s financial report as a pension trust
fund. The City’s payroll for employees covered by the System for the year ended June 30, 2005 was
$2,683,267, the City’s total payroll was $8,919,876.

Current membership in the Plan comprises the following as of December 31, 2004, the latest
actuarial valuation date:

Group
Retirees and beneficiaries currently receiving benefits 51
Vested terminated members 2
Active employees:
Fire 26
Police 35

TOTAL 114

The qualifying full-time employees of the Fire Department and Police Department are eligible to
participate in the System. Benefits vest after ten years of service. Employees who retire at or after the
age of 50 with 25 or more years of credited service or age 60 with 10 or more years of service, are
entitled to annual retirement benefits, payable monthly for life, in an amount equal to a minimum of
$600 a month, or 2.5 percent (3.0 percent for Fire members) of a three year average final
compensation times the first twenty-five years of service plus 1.5 percent (1.0 percent for Fire
members) of average final compensation times years of service in excess of twenty-five years. The
System also provides death and disability benefits.

Non-duty disability benefits are payable upon the total and permanent disability of a member with 3
or more years of service. Benefits up to age 55 are paid equaling 1.5% of the average final
compensation times the years of service. Benefits after the age of 55 are the same as benefits
received from service retirement.

Disability benefits from the total or permanent disability of a member in the line of duty are payable,
up to the age of 55, (age 50 for Fire members) at 50% of the average final compensation. Benefits
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NOTE M — DEFINED BENEFIT PENSION PLAN - FIRE-POLICE RETIREMENT
SYSTEM (Continued):

after the age of 55 are the same as benefits from service retirement with service credit from date of
disability to age 55, except for fire members whose full retirement is the equivalent of 25 years of
service that the member would have had if not disabled.

If an active employee dies in the line of duty, the beneficiary will receive the same amount that was
paid by worker’s compensation.

If an active employee with 20 or more years of service (10 years required for fire members) dies not
in the line of duty, the surviving spouse, if any, will receive an amount equal to the accrued straight
life pension actuarially reduced in accordance with option ] election.

Contributions

Covered employees are required by statute to contribute 5 percent of their salary to the System. [f an
employee leaves covered employment or dies before being eligible for retirement, the total
accumulated employee contributions plus related investment earnings may be refunded to the
employee or designated beneficiary. Benefit and contribution provisions are established by State
statute and City ordinance.

The City’s funding policy provides for periodic employer contributions at actuarially determined
rates that, expressed as percentages of annual covered payroll, are designed to accumulate sufficient
assets to pay benefits when due. The normal cost and amortization payment for the year ended June
30, 2005 were determined using an entry age actuarial funding method. Unfunded actuarial accrued
liabilities were amortized as a level percent of payroll over an open period of 21 years for police and
20 years for fire.

During the year ended June 30, 2005 and 2004, contributions totaling $136,351 and $-0-,
respectively, were made in accordance with contribution requirements determined by an actuarial

valuation of the System.
Trend Information

Trend information gives an indication of the progress made in accumulating sufficient assets to pay
benefits when due. Three year trend information is stated below and ten year trend information may
be found on pages 89 and 204.

Fiscal Year Annual Required Percentage Net Pension
Ending June 30 Contribution Contributed Obligation
2002 0 0 0
2003 0 0 0
2004 0 0 0
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NOTE M - DEFINED BENEFIT PENSION PLAN - FIRE-POLICE RETIREMENT
SYSTEM (Continued):

Concentrations of Investments

The fair value of individual investments that represent 5.0% or more of the Plan’s net assets are as
follows:

Barclays Global Investors Fund —
1,023,998.78 Units $15,459,156

NOTE N — DEFINED BENEFIT PENSION PLAN BOARD OF LIGHT AND POWER -
COMPONENT UNIT:

Separately Issued Plan Financial Report

The separately issued audited financial statements of the Plan can be obtained at the City’s Finance
Department located at 300 West Baraga Avenue, Marquette, Michigan 49855.

During the fiscal year ended June 30, 2003, the Board of Light and Power was effectively split from
other City departments for pension benefit purposes. The following disclosures are related to the
specifics of the “new” plan for the Board of Light and Power employees as excerpted from the audit
report of the Board of Light and Power.

Plan Description

The Board of Light and Power (Board) contributed to the Municipal Employees Retirement System
of Michigan (System), an agent multiple-employer public employee retirement system that acts as
common investment and administrative agent for all Michigan municipal employees. The System
issues a publicly available financial report that includes financial statements and required
supplementary information for the system. That report may be obtained by writing to MERS at 1134
Municipal Way, Lansing, MI 48917-9755.

All employee’s benefits, except for the executive director, vest after ten years of service. The
executive director’s benefits vest at eight years of service. Current Board bargaining and
nonbargaining active employees who retire at or after the age of 60 with 10 vears of credited service
are entitled to an annual retirement benefit payable monthly in an amount equal to the sum of 2.25
percent of a members 5 year final average compensation times the number of years service credited
until age 65. At age 65, or upon receipt of social security benefits, the benefit payable for life is equal
to the sum of 1.7 percent times the 5 year final average compensation times the number of years of
service credit. Board employees who have retired prior to July 1, 1992, at or after the age of 60 with
10 years of credited service are entitled to an annual retirement benefit payable monthly for life, in
an amount equal to the sum of 1.2 percent times the first $4,200 of a members 5 year final average
compensation, plus 1.7 percent times the portion of final average compensation over $4,200. The
executive director and the management group who retire at or after the age of 60 with 10 years of
credited service are entitled to an annual retirement benefit payable monthly in an amount equal to
the sum of 2.5 and 2.25, respectfully, percent of a member’s 5 year final average compensation times
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NOTE N - DEFINED BENEFIT PENSION PLAN BOARD OF LIGHT AND POWER -
COMPONENT UNIT (Continued):

the number of years of service credit. The System provides for early retirement benefits for all active
employees at age 55 with 15 years of service at a reduced retirement benefit and with 25 years of
service at age 55 without reduced benefits and age 50 with 25 years of service at a reduced benefit.

The System also provides death and disability benefits. The benefit provisions and all other
requirements are established by State statute and Board ordinance.

Active employees with ten or more years of service, who become disabled receive an amount equal
to the same as would be received under the normal retirement requirements, except that the reduction
for retirement before age 60 is not applied. If the disability is from service connected causes, the
amount of retirement allowance shall be computed as if the member had acquired exactly 10 years of
credited service, if the actually acquired credited service is less than 10 years.

If an active employee dies, the beneficiary receives a retirement allowance computed in the same
manner as a service retirement allowance, but reduced to reflect Option II (100% joint and survivor)
election. An employee’s surviving spouse will recetve a retirement allowance equal to 85% of the
deceased members or deceased vested former members accrued retirement allowance computed in
the same manner as a service retirement allowance, based on service and final average compensation
at time of death.

Funding Policy

Board employees are required to contribute percentages ranging form 4.7% - 4.8% of their annual
salary to the System, except for the executive director’s contribution which is paid by the Board. The
Board is required to contribute the remaining amounts necessary to fund the System. using the
actuarial basis specified by statute.

Annual Pension Cost

For the year ended June 30, 2005, the Board’s annual pension cost was $352,968. The Board’s
actual contributions for 2005 were $348,086. The annual required contribution was determined as
part of an actuarial valuation at December 31, 2001, using the entry age normal cost method.
Significant actuarial assumptions used in the valuation include (a) a rate of return on the investment
of present and future assets of § percent a year compounded annually, (b) projected salary increases
of 4.5 percent a year compounded annually, attributable to inflation, and (c¢) additional projected
salary increases ranging from 0.3% to 4.90% per year, depending on age, attributable to
seniority/merit. The unfunded actuarial accrued liability is being amortized as a level percent of
projected payroll on an open basis over a period of 30 years.

Trend Information
Trend information gives an indication of the progress made in accumulating sufficient assets to pay

benefits when due. Three year trend information is stated below and ten year trend information may
be found on page 90.
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NOTE N — DEFINED BENEFIT PENSION PLLAN BOARD OF LIGHT AND POWER -
COMPONENT UNIT (Continued):

Fiscal Year Valuation Date Annual Pension Percentage of Net Pension
Ending June 30 December 31 Cost (APC) APC Contributed Obligation
2003 2000 $276,564 100% 0
2004 2001 271,728 99% 0
2005 2002 352,968 99% 0

NOTE O - DEFINED CONTRIBUTION PENSION PLAN:

The City of Marquette provides pension benefits to Senior Management Division 15 and Middle
Management Division 10 employees through a defined contribution pension plan. In a defined
contribution plan, benefits depend solely on amounts contributed to the plan plus investment
carnings. The City established the MERS Benefit Program DC in the form of the ICMA Retirement
Corporation Governmental Money Purchase Plan and Trust, as amended by and as authorized by
Section 19A of the Municipal Employees’ Retirement System of Michigan Plan Document. The
ICMA Retirement Corporation is the Plan Administrator and the City has agreed to the commingled
investment of assets of the Plan within the ICMA Retirement Trust.

At June 30, 2005, there were 11 plan members. Plan members are required to contribute 3% of
covered earnings and the City is required to contribute 13% or 9% of covered eamnings for the Senior
Management Division and Middle Management Division, respectively. In accordance with these
requirements, the City contributed $94,048 during the current year and employees contributed
$23,269. The employvees under the Plan are immediately vested.

NOTE P - DEFERRED COMPENSATION PLAN:

The City of Marquette offers its employees deferred compensation plans created in accordance with
the Internal Revenue Code, Section 457, The plans are available to all Board of Light and Power
employees and to all other City employees, and permit them to defer a portion of their current
earnings until the employee’s termination, retirement, death or unforeseeable emergency.

Due to changes in the Internal Revenue Code, the Plan’s assets are considered to be property of the
Plan’s participants and are no longer subject to the City’s general creditors. Therefore in accordance
with the provisions of GASB Statement No, 32, Plan balances and activities are not reflected in these
financial statements.

The Plan’s participants have the right to designate how the funds will be invested. Accordingly, the
City has no liability for losses under the Plan. The Plan’s assets are held in trust for the exclusive
benefit of the Plan’s participants and their beneficiaries.

NOTE P - DEFERRED COMPENSATION PLAN:
The City’s plans are administered by the Nationwide Retirement Solutions (formerly known as
PEBSCO), the International City Manager’s Association (ICMA), American Express Financial

Advisors, Inc., and the Variable Annuity Life Insurance Company (VALIC). Nationwide and
ICMA, as plan administrators, agree to hold harmless and indemnify the City, its appointed and

81



NOTE P - DEFERRED COMPENSATION PLAN (Continued):

elected officers and participating employees from any loss resulting from Nationwide or ICMA or
their respective agents’ failure to perform their duties and services pursuant to the ICMA and

Nationwide programs.

The Component Unit’s (Board of Light and Power’s) plans are administered by the ICMA and
Nationwide. ICMA and Nationwide, as plan administrators, agree to hold harmless and indemnify
the Board, its appointed and elected officers and participating employees from any loss resulting
trom ICMA or Nationwide or their agents’ failure to perform their duties and services pursuant to the
ICMA and Nationwide programs,

NOTE Q - LONG TERM RECEIVABLES:

Internal Service Fund:

In November of 1999, the City entered into an agreement with the Downtown Development
Authortty (DDA), whereby the City would finance the purchase of a municipal sidewalk tractor. The
financing agreement calls for payments over a seven-year period, with quarterly installments of
$3,076, including interest at 5% per annum. The balance of this long-term receivable recorded in the
Motor Vehicle Equipment Fund was $17,676 at June 30, 2005.

Remaining principal payments to be received as of June 30, 2005 are as follows:

Motor Vehicle

Year Ending June 30 Equipment Fund
2006 $11,638
2007 6,038
$17.676

NOTE R - ACCUMULATED COMPENSATED ABSENCES:

Sick Leave - Employees earn sick leave at the rate of one (1) day per month, not to exceed 12 days
per year. Upon retirement or termination, employees in good standing after at least ten (10) vears of
service, shall be paid one-half such sick leave accumulated at that time up to a maximum accrual of
1,800 hours at their current rate of pay. Certain bargaining unit employees who were hired before
January 1, 1975, shall be paid one-half of all sick leave hours accumulated at the time of retirement
or termination. Management employees whose accrued sick leave balances were greater than 1,800
hours for the pay period of June 9, 1997 through June 22, 1997, have their sick leave balance capped
at the higher howrs for payout purposes at the time of retirement or termination. Management
employees hired after June 30, 1998 have their accrued sick leave balance capped at 1,000 hours for
payout purposes at the time of retirement or termination.

Vacation Leave - Employees earn vacation leave at various schedules dependent upon their length of
employment. Upon retirement or termination, employees are paid for such vacation accumulated at
that time up to a maximum accrual of 400 hours. Certain supervisory employees are paid for such
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NOTE R - ACCUMULATED COMPENSATED ABSENCES (Continued):

vacation accumulated at that time up to a maximum accrual of 408 hours. Management employees
whose accrued vacation balances were greater than 400 hours for the pay period of June 9, 1997
through June 22, 1997 have their vacation balance capped at the higher hours for payout purposes
at the time of retirement or termination. Management employees hired after June 30, 1998 have a
maximum accrual of 200 vacation hours for payout purposes at the time of retirement or termination.
Fire and Police employees are paid for all accrued vacation hours accumulated at the time of
retirement or termination up to certain capped levels.

Benefit Day Leave — Effective December 11, 2000, all new hired Department Heads and Middle
Managers earn benefit leave dependent upon their length of employment. Current Department Heads
and Middle Managers at that time had the option of remaining under the regular Vacation and Sick
Leave or electing the Benefit Leave. If the Benefit Leave was elected, their accumulated vacation
and sick leave was converted to benefit leave. Vacation leave was converted on a one for one basis
while sick leave was converted on a two for one basis, By December 31 of every year, these
employees have the option of being paid for accumulated benefit leave not to exceed 5% of their
annual base pay, provided they maintain a minimum of 232.5 benefit hours. These employees have
their benefit leave capped at 1,100 hours for payout purposes at the time of retirement or termination.

The liabilities for accumulated, unpaid vacation, sick and benefit leave at June 30, 2005 are as
follows:

Benefit Leave

And Vacation Sick Total
PRIMARY GOVERNMENT:
Current portion $972,208 $49.679 $1,021,977
Long-term portion 472,873 505,517 978,390
TOTAL $1,445,171 $555,196 £2,000,367
COMPONENT UNITS:
Current portion $399,751 $393,406 §793,157
Long-term poriion 51,104 35,300 86,404
TOTAL $450,855 $428 706 £879.561

NOTE S - BUDGETARY NONCOMPLIANCE:
Excesses of expenditures over appropriations in the individual government funds are as follows:

General Fund:

Sanitation $26.179

Recreation and Culture 65,364
MSHDA Homeowner Repair Fund:

Community Development 10,379
Lakeview Arena:

Recreation and culture 3,438
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NOTE S - BUDGETARY NONCOMPLIANCE (Continued):

Budget amendments are required by State law when it appears that the actual and probable revenues
from taxes and other sources in a fund are less than the estimated revenues, including an available
fund balance upon which appropriations from the fund were based, which would prevent
expenditures from exceeding available revenues for that current fiscal year.

NOTE T - CONTINGENCIES:

There exists certain lawsuits pending in which the City is involved. The City attorney estimates that
the potential claims against the City not covered by insurance resulting from such litigation would
not materially affect the financial statements of the City.

NOTE U —-JOINT VENTURE - MARQUETTE COUNTY SOLID WASTE MANAGEMENT
AUTHORITY:

In June of 1988, the City of Marquette joined with 19 other municipalities to create the Marquette
County Solid Waste Management Authority (Authority). The Authority was created pursuant to Act
233 of 1955 to plan for, acquire, construct, finance, operate, maintain, repair and dispose of, whether
by sale, lease or otherwise, an Act 641 landfill, including all improvements, appurtenances,
easements, accessory f{acilities and structures, equipment, and other property part of or incidental to
the landfill sufficient to satisfy the requirements of, and function as, a solid waste disposal area under
Act 641 and to estabiish and administer procedures providing for the separation, recycling, recovery.
conversion of solid waste to energy and for the disposition of such energy output and disposal at the
site of Non-toxic Type Il and Type III Solid Waste, to fund all of the above activities, and to charge
and collect fees in connection with the operation of the landfill and to provide for the reimbursement
with receipt of bond proceeds to the City of Marquette and Sands Township of their respective costs
and expenses incurred in connection with the establishment and administration of the Solid Waste
Authority and the System Facility.

As required by Governmental Accounting Standards Board Statement #14, the City’s investment in
this joint venture is recorded as an asset in the general fixed asset account group. The audited
financial statements for the Marquette County Solid Waste Management Authority can be obtained at
P.O. Box 936, Marquette, MI 49855.

The Authority is governed by a Board of Trustees consisting of one (1) member (who shall be the
chairperson of the Board of Trustees) designated by the Sands Township Supervisor on behalf of the
Sands Township, two (2) members designated by the Marquette City Commission; three (3)
members designated by the Marquette County Board of Commissioners, and one resident of the City
of Marquette appointed by the other six Authority Board members. All decisions of the Board are
made by majority vote, consisting of at least four of its members.
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NOTE U-JOINT VENTURE - MARQUETTE COUNTY SOLID WASTE MANAGEMENT
AUTHORITY (Continued):

The City’s share of assets, liabilities and fund equity is approximately 31 percent. Summary financial
information as of and for the fiscal year ended June 30, 2005, the latest available report, is as
follows:

Total Assets $13,560,611
Total Liabilitics 2,075,460
Total Net Assets 11,485,151
Total Operating Revenues 2,425,089
Total Operating Expenses 2,149,808
Total Joint Venture’s Qutstanding Debt 950,000

The City has pledged its full faith and credit for the Marquette County Solid Waste Management
Authority Bonds, 1993B Issue, Refunding Bonds. These bonds are payable from the net revenues

of the Authority, as well as by each member of the Authority to the extent of their pro rata share of
the principal and interest requirements on the bonds. The obligation to pay a proportionate share of
the principal and interest is a general obligation of each constituent municipality. Each member is
authorized and obligated to levy a tax without limitation as to rate or amount for the prompt payment
of its respective shares of the obligation. The City has elected to pay its share of the debt through tax
levies. The proportionate share of the debt service for the City will be included in the General Fund
debt service expenditures in future years. The City’s proportionate share, as based on a 1990 census,
is approximately 31% as of June 30, 2005.

NOTE V - RISK MANAGEMENT:

The City of Marquette is exposed to various risks of loss related to property, loss, torts, errors and
omissions, and employee injuries (workmans’ compensation). As of July 1, 1997 the City
participates in the Michigan Municipal League Property and Liability Pool for claims relating to
other liability and property claims and participates in the Michigan Municipal Workers
Compensation Pool for employee injury claims.

The Michigan Municipal League risk pool programs operate as common risk-sharing\management
programs for local units of government in Michigan. Member premiums are used to purchase
commercial excess insurance coverage and to pay member claims in excess of deductible amounts,
The City’s maximum deductible for property and liability coverage is $75,000 per occurrence,
subject to $250,000 aggregate per policy year. Settled claims resulting from these risks have not
exceeded commercial insurance coverage in any of the past three fiscal years.

The City purchases commercial health care insurance from Blue Cross/Blue Shield of Michigan for
all employees, including retired employees.
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NOTE W —~ OTHER POST EMPLOYMENT BENEFITS:

The City of Marquette offers group benefit health insurance coverage under various collective
bargaining agreements covering substantially all employees and former employees of the City. The
amount paid for former City employees for the fiscal year ended June 30, 2005 was $208,633. There
were 98 participants eligible to receive benefits and 48 are participating. This benefit is accounted for
on the “pay-as-you-go” method, whereby the City is reporting the amounts paid as expenditures in
the year the amount is paid for the benefit provided. The amount paid for the component unit (Board
of Light and Power) employees for the year ended June 30, 2005 was $804,637. There were 72
participants eligible and receiving benefits.

NOTE X - EXTRAORDINARY ITEM:

On May 15, 2003, the City experienced a flood event caused by the failure of a dike at the Silver
Lake dam. There was significant erosion along the Dead River and the City’s Tourist Park Basin.
The City owned bridges crossing the Dead River on County Road 550 and 1Lakeshore Boulevard

were washed away. Also, numerous facilities owned by the Board of Light and Power Component
Unit were affected by the water and debris including the #2 Hydro Plant basement, the roads to #2
Hydro Plant and Penstock, the #3 Hydro Plant and substation, the river banks and other facilities.

For the year ended June 30, 2004, the identifiable expenditures for the City approximated $10,467 in
expenses related to the clean up and repair of the Tourist Park Basin and bridge areas and $158,059

in capital expenditures related to replacement of the lost bridges.

Future actions to address the effects of the flood event, possible costs, and possible reimbursements
from insurance companies or third parties cannot be determined at this time.

NOTE Y - SINGLE AUDIT:

The City’s audited financial statements report a total amount of federal expenditures that is more
than the Single Audit threshold of $500,000. The City is therefore required to have an audit in
accordance with OMB Circular A-133 for the fiscal year ended June 30, 2005.

NOTE Z —~ RECLASSIFICATIONS:

Certain reclassifications have been made in the June 30, 2004 financial statements to conform to the
classifications used as of June 30, 2005.
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City of Marquette, Michigan
MUNICIPAL EMPLOYEES RETIREMENT SYSTEM OF MICHIGAN
DEFINED BENEFIT PENSION PLAN
ANALYSIS OF FUNDING INFORMATION

SCHEDULE OF FUNDING PROGRESS

(b) (b-a)

Actuarial (a) Entry Age Unfunded (c) [(b-a)c]
Valuation Actuarial Actuarial Accrued {a/b) Annual UAL asa

Date Value of Accrued Liability Funded Covered Percentage of

December 31 Asgets Liability (UAL) Ratig Payroll Covered Payrol)

1995 $11,393,263 $11,735,154 $341,891 97% $4,590,387 7%y

1996 12,436,500 13,048,879 1,212,379 91 4,717,183 26

1997 13,630,932 15,461,563 1,830,631 88 4,800,223 38

1998 15,257,556 16,216,678 959,128 94 5,031,270 19

1999 16,969,765 17,430,314 460,549 97 4,905,541 9

2000 18,722,203 20,136,439 1,414,236 93 4,803,572 29

2001 20,056,537 23,113,321 3,056,764 87 5,039,800 al

2002 20,799,934 24,588,188 3,788,254 85 5.227.706 72

2003 22,629,322 25,997,838 3,368,516 87 5,393,986 62

2004 24,187,555 28,468,133 4.280.578 85 5,426,755 79

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Fiscal Year
Ending Valuation Date Annual Pension Percentage of Net Pension
June 30 December 31 Cost (APC)  APC Contributed Obligation
1596 1993 $ 40,840 100.0% by 0
1997 1994 103,124 100.0% 0
1998 1995 153,696 100.0% 0
1996 1996 295,912 160.0% 0
2000 1997 424,066 100.6% 0
2001 1998 381,485 100.0% 0
2002 1999 399,053 100.0% 0
2003 2000 456,453 100.0% 0
2004 2001 521,245 100.0% 0
2005 2002 545,201 100.0% 0

NOTES TO THE REQUIRED SCHEDULES

The required contribution was determined using the entry age normal actuarial cost method. The actuarial assumptions
included (a) a rate of return on the investmentof present and future assets of 8.0% per year, compounded annually, (b)
projected salary increases of 4.5% per year, compounded annually, attributable to inflation, and (¢) additional projected
salary increasesranging from 0.00% to 4.16% per year, depending on age, attributable to seniority/merit. The actuarial
value of assets was determined using techniques that smooth the effects of short-term volatility in the market vatue of
investments over a five year period. The unfunded actuarial accrued liability is being amortized as a level percent of
projected payroll on an open basis over a period of 30 years.
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City of Marquette, Michigan

FIRE - POLICE RETIREMENT SYSTEM
ANALYSIS QF FUNDING INFORMATION

SCHEDULE OF FUNDING PROGRESS

®) (b-2)
Actuarial (a) Entry Age Unfunded {c) {(b-a)/c]
Valuation Actuarial Actuarial Accrued {a/b) Annual UAl asa
Date Value of Accrued Liability Funded Covered Percentage of
December 31 Assets Liability (UAL) Ratio Payrol] Covered Pavroll
1995 $16,973,947 $14,169,723 $(2,804,224) 120% 32,024,755 -0 *
1996 18,118,588 15,362,498 (2,756,090) 118 2,084,753 - *
1997 19,918,405 16,102,478 (3,815,927) 124 2,234,522 - ¥
1998 22,301,497 17,189,981 (5,111,516) 130 2,248,447 - F
1999 24,690,249 18,070,456 {6,619,793) 137 2,381,956 - *
2000 26,681,186 18,922,286 (7,758,800) 141 2,477,522 -*
2001 27,995,675 20,310,485 {7,685,190) 138 2,595,193 - ¥
2002 27,832,278 22,046,809 (5,785,469) 126 2,669,333 -*
2003 27,564,327 23,337,461 (4,226,926} 118 2,717,024 - ¥
2004 27,258,447 24,686,419 (2.572,028) 110 2,888,945 - ¥

* The UAL is negative (overfunded) therefore presenting UAL as percentage of payroll is not applicable.

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Fiscal Year Ending Annual Pension Percentage of APC Net Pension
June 30 Cost (APC) Contributed Obligation
1995 $ 198,638@ 100.0% h) 0
1996 207,560(@) 100.0% 0
1597 206,674@ 100.0% 0
1998 220,008@ 100.0% 0
1999 202,247@ 100.0% 0
2000 - - 0
2001 - - 0
2002 - - 0
2003 - - 0
2004 - - 0

@ In each the employer contributes exactly the actual dollar amount recommended by the actuary plus

5.0% of the actual pay during the fiscal year of both the fire chief and police chief.

NOTES TO THE REQUIRED SCHEDULES

The required contribution was determined using the entry age actuarial cost method. The actuarial assumptions
included (a) a rate of return on the investmentof present and future assets of 7.0% per year, compounded annually, (b)
projected salary increases of 4.5% per year, compounded annually, attributable to inflation, (¢) additional projected
salary increases ranging from 0.00% to 3.50% per year, depending on age, attributable to seniority/merit,and (d) the
assumption that benefits will not increase after retirement. The actuarial value of assets was determined using
techniques that smooth the effects of shoriterm volatility in the market value of investments over a five year period.
The unfunded actuarial accrued liability is being amortized as a level percent of projected payroll on an open basis. The

amortization period on December 31, 2004 was 21 years for police and 20 years for fire.
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City of Marquette, Michigan

MARQUETTE BOARD OF LIGHT AND POWER
MUNICIPAL EMPLOYEES RETIREMENT SYSTEM OF MICHIGAN
DEFINED BENEFIT PENSION PLAN
ANALYSIS OF FUNDING INFORMATION

SCHEDULE OF FUNDING PROGRESS

(b) (b-2)

Actuarial (a) Entry Age Unfunded {c) [(b-a)c]
Valuation Actuarial Actuarial Accrued (a/b) Annual UAl asa

Date Value of Accrued Liability Funded Caovered Percentage of

December 31 Assets Liability (UAL) Ratip Payroll Covered Pavroll

1995 $12,088,737 $12,555,896 $467,159 96% §3,410,595 14%

1996 13,416,016 12,897,873 (518,142) 104 3,405,977 0

1997 14,996,905 14,042,518 (954,386) 107 3,295,592 0

1998 16,434,767 14,847,465 {1,587,241) 111 3,545,675 0

1999 18,484 644 17,553,732 (930,912) 105 3,431,413 0

2000 20,201,860 21,432,284 1,230,424 94 3,585,217 34

2001 21,249,595 22.508.331 1,258,736 94 3,720,528 34

2002 21,204,453 23,824,315 2,619,862 89 3,577,979 73

2003 21,931,156 26,001,957 4,070,801 84 3,911,098 104

2004 22,438,510 27,151,787 4,713,277 83 3,599,278 131

SCHEDULE OF EMPLOYER CONTRIBUTIONS

Fiscal Year Annual Required
Ending Valuation Date Contribution Percentage of ARC Net Pension
June 30 December 31 (ARC) Contributed Obligation
1996 1993 $ 164652 422.7% $(531,348)
1997 1994 187,370 234.8% (252,630)
1998 1995 277,303 63.1% 102,306
1999 1996 249208 61.0% 98,199
2000 1997 213,168 225.0% 0
2001 1998 229,444 164.0% 0
2002 1999 277,151 100% 0
2003 2000 276,564 100% 0
2004 2001 271,728 99% 0
2005 2002 352,968 99% Y

NOTES TO THE REQUIRED SCHEDULES

Commencing with the 1993 actuarial valuation, the required contribution was determined using the entry age normal actuarial cost
method. The actuarial assumptions included (a) a rate of return on the investment of present and future assets of 8.0% per year,
compounded annualty, (b) projected salary increases of 4.5% per year, compounded annually, attributable to inflation, and (¢)
additional projected salary increases ranging from 0.00% to 4.16% per year, depending on age, attributable to seniority/merit. The
actuarial vaiue of assets was determined using technijues that smooth the effects of shortterm volatility in the market value of
investments over a five year period. The unfunded actuarialaccrued liability is being amortized as a level percent of projected
payroll on an open basis over a period of 30 years.
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City of Marquette, Michigan

MAJOR GOVERNMENTAL FUNDS

INDIVIDUAL FUND STATEMENTS AND SCHEDULES

GENERAL FUND

The function of the General Fund is to record all revenues and expenditures of the City which
are not accounted for in other funds. The General Fund receives revenue from many sources
which are used to finance a wide range of City activities.

The major activities financed by the General Fund are Fire and Police Protection, Public
Works, Parks and Recreation, City Administration and most public services.

The modified accrual basis of accounting is used in recording General Fund transactions.

SPECIAL REVENUE FUNDS
The function of the Special Revenue Funds is to record revenue and expenditures for specific
functions or activities within restrictions imposed by City Charter, ordinances, resolutions
and/or Federal and State statutes.

MAJOR STREET AND TRUNKLINE FUND AND LOCAL STREET FUND: Michigan's
Act 51 0of 1993, as amended, allocates gasoline and weight taxes to build and maintain roads,
roadsides and storm sewers and to remove snow from and to control traffic along roads.
These tax montes may be transferred between funds only as permitted by law. Other revenues
include general taxes transferred from the General Fund. Within the City, Federal and State
trunklines and certain "mile" roads are maintained by the City under contractual agreement
with the State of Michigan and are subject to reimbursement to the City. The remaining mile
roads and certain other roads are designated as MAJOR STREETS, maintained on a priority
basis by the City, and the remaining roads arc designated as LOCAL STREETS.

CAPITAL PROJECTS FUNDS

The function of Capital Projects Funds is to account for the acquisition and construction of
major capital facilities other than those financed by Proprietary Funds. The modified accrual
basis of accounting is used in recording Capital Projects Fund transactions.

CONSTRUCTION FUND: This fund records the development, improvement, and
rehabilitation of City infrastructure. Operating transfers have financed the current projects.
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ASSETS

Cash and cash equivalenis
Investments
Receivables:

Taxes:

Current
Delinquent

Accounts

Special assessment

Altowance for uncollectible accounts
Due from other funds
Cue from component units
Advances to componeni units
Due from other govermnments;

County

State
Due from other authorities
Inventories
Prepaid expenditures
Long-term receivables:

Office bar business loan

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable
Retainages payable
Accrued compensated absences
Due to other funds
Due to component units
Due to lacal units

City of Marquette, Michigan
GENERAL FUND
COMPARATIVE BALLANCE SHEET

June 30, 2005 and 2004

TOTAL ASSETS &

Deferred revenue on property taxes receivable:

Current
Delinguent

Deferred revenue on special assessmenis

Fund Balance:

Reserved for:
Prepaid expenditures
Advances to other funds
Inventories
Long-term receivables
Encumbrances
Workers' compensation

Unreserved

TOTAL LIABILITIES

TOTAL FUND BALANCE

2005 2004

$ 899,158  $ 1,891,854
2,707,500 429,323
7,303,479 6,475,562
35,566 35,914
127,976 124,029
337,908 145,776
(24.924) (24,924)
721,924 476,328
117,442 117,442
29,158 29,158
13,078 18,972
280,627 296,117
523,065 1,390,375
154,891 131,436
63,084 54.089

- 38,703
13,290,832 3 11,830,134
$ 370,798 % 190,876
4,288 1,046
718,982 677,983
411,281 48,113

- 38,703

5,710 4503
7,285,093 6,475,562
12,417 12,417
337,908 145,776
9,150,477 7,594,679
63,984 54 069
29,158 28 158
154,891 131,437

- 38,703

184 M8 050,045
207,068 174,476
3,501,239 2,657,563
4,140,355 4,035,455
13,290,832 & 11,630,134

TOTAL LIABILITIES AND FUND BALANCE 5

92



City of Marquette, Michigan
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

2005 2004
Variance with
Actual Final Budget Actual
Final GAAP Positive GAAP
Budget Basis (Negative) Basis
REVENUES:
Properly Taxes:
Real property tax $ 5597000 §5,601,446 $ 4,446 $ 5,320,586
Personal property tax 445 000 468,901 23,801 407,704
interest and penalty on taxes 36,200 34,190 {2,010} 32,485
Administrative collection fees 195,000 201,434 6,434 186,116
Total Property Taxes 6,273,200 5,305,971 32,771 5,955,861
Industrial Facilities Tax Act 5,780 5,788 9 6,110
Payments in Lieu of Taxes:
MSHDA - 44 160 44,100 16,805
Light and Power Fund 2,053,000 1,200,060 (853,000) 1,241 456
Public Housing Authority - 12,880 12,880 15,755
Sault Tribe Housing Authority - 1,500 1,500 1,500
Marquette Area Wastewater Treatment Facility - 80,946 89 948 94,023
Orianna Ridge - 5,406 5,406 -
Whetstone - 19,041 19,041 -
Water and Sewage Disposal Fund - £80,885 580,885 £58,340
Total Payment in Lieu of Taxes 2,053,000 2,053,758 758 2,027 879
Federal and State Grants:
UPSET 28,000 30,122 2,122 12,839
Drive Michigan Safely - 5,837 5637 -
Challenge Award - 5515 5515 -
Palice Computer Farensics Lab - 9,668 9,668 -
State Home Care Service 31,700 29,160 {2,540y 35,276
Community Mental Heaith Allocation 7,700 6,233 (1,467) 9,574
FEMA-Fire Safety “ 53,234 53,234 3,681
Lighthouse Restoration 36,000 1,575 (34,425) 5,000
Other 36,000 - (36.000) -
MDOT Transporiation Enhancement - - - 3,828
Department of Natural Resources 4,000 - (4,000) 5,100
Department of Natural Resources - Soccer Fields - - - 21183
Department of Natural Resources - Snowmobile grant 4,800 14,941 10,141 -
Council for Arls & Cuitural 22.600 15.100 (7.500) 21,000
Total Federal and State Grants 170,800 171,185 385 117,582
State-Shared Revenues
Fire protection - State facility 211,000 74,383 (136,617} 77,655
Sales and use tax 2,160,000 2,110,865 {49,135) 2,186,59%
Liguor licenses 18,000 19,319 1,319 18,444
Total State-Shared Revenues 2,389,000 2,204 567 {184 433} 2,282 698
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City of Marquette, Michigan
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2505
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

2005 2004
Variance with
Actual Final Budget Actual
Final GAAP Positive GAAP
Budget Basis {Negative) Basis
tniergovernmental Revenues:
UPSET 5 2,000 $ - $ (2,000 S 1,164
NMPSA 9,400 8,585 (815) 7.868
MCCOA allocation - senior services 107,921 87,676 (20,245) 104,922
MCCOA allocation - match 31,645 22,138 {9,507) 32,055
Tribat Revenue Sharing 10,000 10,000 - 10,000
Total Intergovernmental Revenues 160,966 128,399 {32,567) 156,009
Licenses and Permits:
Business licenses and permits 8,500 4,152 (4,348) 4 685
Nonbusiness licenses and permits 13,300 32,091 18,791 13,858
Total Licenses and Permits 21,800 36,243 14,443 18,543
Charges for Services:
Fees 331,850 346,521 14,671 283,423
Garbage transfer and disposal fees 1,127,500 1,579,083 451,583 1.117.285
Cemetery foundations and grave openings 40,000 32,567 (7.433) 35958
Services to other funds 1,860,035 2,086,770 236,735 1,665 127
Totat Charges for Services 3,359,385 4,054 941 595,556 3,081,793
Sales:
Cemetery lot use 18,000 21,200 3.200 10,950
Travel traiter facifity concessions and other 10,000 4,875 (5.125) 8,314
Total Sales 28.00G 26 075 (1,925) 19,264
Use and Admission Fees:
Community Center use 15,000 21173 6,173 18,457
Travel trailer facility use 112,000 109,515 {2,485) 99,652
Ballfields 11,500 8,786 (2,714) 14,351
Recreation pass 50,060 - (50,000) -
Skiing use/passes 500 288 (212) 115
Parking fees 14,000 10,975 {3,025) 11,336
Art center and theater 43,000 49,595 6,595 38,137
Total Use and Admission Fees 246,000 200,332 (45 668) 182.048
Fines and forfeits 156,100 137,572 (18.528) 136,538
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City of Marquette, Michigan

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

Rentals:
Land and buiiding renta:
Parking rentals - lots
Equipment rent
Total Rentals
Special Assessments:
Interest
Assessments levied
Total Special Assessments
Sale of capital assets
Contributions from private sources
Investment income
Reimbursements

Other Revenue

TOTAL REVENUES

EXPENDITURES:

GENERAL GOVERNMENT:
Central Administration:
Personnel services
Supplies
Other services and charges
Total Central Administration

Assessor:
Personnei services
Supplies
QOther services and charges
Total Assessor

Clerk:
Perscnnel services
Supplies
Cther services and charges
Total Clerk

2005 2004
Variance with
Actual Final Budget Actual
Finat GAAP Positive GAAP
Budget Basis {Negative) Basis
& 38,900 $ 22350 3 (14,550) § 21,076
16,000 4,375 (5,625) 4,420
15,000 12,606 {2.384) 16,168
61,900 39,331 (22,669) 41,664
11,435 7,812 {3.623} 21,110
27,470 55,694 28,224 45,033
38,905 63,508 24,601 66,143
830,000 11,721 (818,279) 3,743
25,000 21,915 (3,085) 21,500
250,000 21,522 (228 478) (128,669)
63,300 40,050 (23,210 20,433
34,175 34,374 169 63,601
16,167,311 15,557,291 (610,020} 14,072,740
1,304,603 1,237,706 66,897 1,211,756
44,837 36,394 8,243 43,047
321,118 203,828 117,280 245,368
1,670,358 1,477,928 192,430 1,500,171
143,052 137,601 5,451 105,330
6,000 7,729 (1,729) 7,114
119,500 98,871 23,628 47,007
268,552 241,201 27,351 159,451
358,173 303,557 55,616 336,983
12,303 11,960 343 7.557
76,450 88,791 (12,341} 84,546
447 926 404,308 43,618 429,086
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City of Marquette, Michigan
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

2005 2004
Variance with
Actual Final Budget Actual
Finai GAAP Positive GAAP
Budget Basis (Negative) Basis
Information Systems:
Personnel services $ 191,895 $ 199,414 $ (7,519) % 184,566
Supplies 15,300 10,851 4,449 21,562
Other services and charges 181,000 105,104 75,899 142,462
Capital outtay 112,500 176,998 (64,498) 76,540
Total Information Systems 500,695 492 364 8,331 425,160
City Hall and Grounds:
Personnel services 50,187 49,818 369 51,683
Supplies 7,000 6.777 223 7.297
Other services and charges 73,933 78,586 (4,653) 64,491
Capital outlay 64,041 59,748 4 293 7,652
Total City Hall and Grounds 195,161 194,929 232 131,023
Cemetery:
Personnel services 109,828 97,640 12,188 103,242
Supplies 9,984 8,749 1,235 4,501
Other services and charges 53,166 45,588 7.578 39,906
Total Cemetery 172,978 151,977 21,001 147 643
Other General Government:
insurance and Bonds:
Other services and charges 115,000 111,023 3,977 111,285
Other 69,500 68,500 - 729 656
Total Other General Government 184,500 180,523 3,977 841,241
TOTAL GENERAL GOVERNMENT 3,440,170 3,143,230 296,940 3,633,775
PUBLIC HEALTH AND SAFETY:
Police Deparntment:
Persennel services 2,568,710 2,549,984 18,726 2,805,334
Supplies 58.025 37,339 20,686 41,957
Other services and charges 209,706 195,005 14,701 197,534
Capital outlay - 20,509 (20,509) 4,940
Total Police Department 2,836,441 2,802,837 33,604 2,848 765
Fire Department:
Personnel sefvices 1,698,363 1,660,002 38,361 1,485,024
Supplies 38779 40,594 (1,815} 26,850
Other services and charges 189,016 163,560 25,456 116,819
Capital outlay 39,020 59,148 {20,128} 14,440
Tatal Fire Depariment 1,065,178 1,923,304 41,874 1,643,273
TOTAL PUBLIC HEALTH AND SAFETY 4,801,619 4,726,141 75,478 4,493,038
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City of Marquette, Michigan
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

2005 2004
Variance with
Actual Final Budget Actual
Final GAAP Positive GAAP
Budget Basis (Negative) Basis
PUBLIC WORKS:
Public Works Maintenance:
Personnel services $ 1,501,427 $1,428,672 3 162,755 $ 1,504,082
Supplies 80,953 60,647 20,306 65,602
Qther services and charges 574,739 539,504 35,145 474,505
Capital outlay 5,083,722 5,246,524 (182,802) -
Total Public Works Maintenance 7,310,841 7,275,437 35,404 2,544,289
City Engineer:
Persennel services 678,713 623,854 54,859 626,112
Supplies 9,100 8,486 614 5,936
Other services and charges 59,600 75,442 (15,842) 33,007
Total City Engineer 747,413 707,782 39,631 665,055
TOTAL PUBLIC WORKS 8,068,254 7,983,219 75,035 2,709,344
SANITATION:
Sanitation Services:
Personnel services 108,803 22,971 16,832 110,281
Supplies 3,000 640 2,400 56
Other services and charges 1,377,964 1,423,375 (45,411} 1,033,985
TOTAL SANITATION SERVICES 1,490,767 1,516,946 (26,179} 1,144,322
SOCIAL SERVICES:
Community Mental Health Altocation;
Personnel services 7,105 5,079 2,026 5978
Supplies 660 548 112 429
Other services and charges 437 607 (170) 625
Total Community Mentai Health Allocation 8,202 6,234 1,968 7,032
Senior Citizen Program:
Personnel services 163,357 151,993 11,364 165,857
Supplies 2,375 2,059 316 2,370
QOther services and charges 2,145 1.989 196 1,657
Total Senior Citizen Program 167 877 156,041 11,836 169,884
State Home Care Service:
Personnel services 31,430 29,247 2,183 33,024
Suppiies 538 655 (117 642
Other services and charges 1,860 1,806 154 1,747
Total State Home Care Service 33,928 31,708 2,220 35,413
MCCOA - Allocation to Senior Services:
Personnel services 110,483 77,269 33,224 88,444
Supplies 1,600 1,168 431 881
Qther charges and services 3,680 2,748 932 3,630
Total MCCOA - Allocation to Senior Services 115,773 81.186 34,587 92,355
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City of Marquette, Michigan
GENERAL FUND
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

2005 2004
Variance with
Actual Final Budget Actuai
Final GAAP Positive GAAP
Budget Basis (Negative) Basis
MCCOA - Allecation o Match Grants:
Personnel services $ 32,214 5 19,872 3 12,342 $ 23,578
Supplies 340 260 80 308
Other charges and services 1,380 §16 564 1,234
Total MCCOA - Allacation to Match Grants 33,934 20,948 12,685 25,120
TOTAL SOCIAL SERVICES 359,714 296,117 £3,597 329,804
RECREATION AND CULTURE:
Parks and Recreation Administration’
Parsonnel services 245,172 263,704 (18,532} 242,334
Suppiies 20,455 16,427 4,028 29,102
Other services and charges 118,929 178,294 {59,365) 61,641
Capitai outlay - - - -
Total Parks and Recreation Administration 384,556 458,425 (73.869) - 333,077
Shiras Pool:
Personnet services 16,148 16,490 (342) 14,463
Supplies 10,925 3,265 7,860 3,530
Other services and charges 8,100 §,913 1,187 9,240
Total Shiras Poot 35173 26,668 8,505 27,233
TOTAL RECREATION AND CULTURE 419,729 485,093 (65,364) 360,310
SPECIAL ASSESSMENTS:
Other Services and charges - - - 24,847
TOTAL SPECIAL ASSESSMENTS - - - 24 847
DEBT SERVICE:
Principal payments 76,265 76,265 - 72,229
Interest payments 26,520 26,918 2 30,558
TOTAL DEBT SERVICE 103,185 103,183 i 102,787
TOTAL EXPENDITURES 18,673,438 18,253,529 419,509 12,798,227
EXCESS OF REVENUES OVER
(UNDER)} EXPENDITURES (2,506,127) (2,606,638) (190,511} 1,274 513
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City of Marquette, Michigan

GENERAL FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 3©, 2004

OTHER FINANCING SQURCES (USES):
tssuance of debt
Transfers In:
Major Street Fund
Cemetery Trust Fund

Totat Operating Transfers In

Transfers (Out):

Major Street Fund

Local Street Fund

MSHDA Homeowner Repair Fund

Lakeview Arena Fund

1688 Buiiding Authority Lakeview Arena Debt Fund

Spring Street Debt Fund

Founders L.anding Debt Fund

Construction Fund

Intermedal Transportation Terminal Fund

Marina Fund

Total Transfers (Cut)

TOTAL OTHER FINANCING SOURCES (USES)

CHANGE IN FUND BALANCE
Fund balance, beginning of year

FUND BALANCE, END OF YEAR

2005 2004
Variance with

Actuai Final Budget Actual

Finat GAAP Peositive GAAP

Budget Basis (Negative) Basis
$ 5,003,000 $ 5,000,000 3 - $ -
- - - 529,956
18,000 9,138 {8,861 17,760
18,000 9139 (8,861) 547 716
(841,775) {30%,761) 532,014 -
(625,641) {682,098} (566,457) (682,874)
- (31,330) (31,330} -
(250,373) {242,281 8,092 (257,723)
(127 ,490) (127,487) 3 {127.688)
{82,874} (82,873) 1 -
(622,061) (300,727) 321,334 -
(442,622) {10,528} 432,004 (262,157)
- {379,851} {379.951) -
{74,797y (40,565} 34,232 (152,448)
{3,067,633) (2,207,601) 860,032 (1,482,888}
1,850,367 2,801,538 851,171 {935,172)
(555,760} 104,900 560,660 339,341
4,035,455 4 035,455 - 3,696 114
$ 3479695 $ 4,140,355 3 660,660 $ 4035455
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City of Marquette, Michigan

MAJOR STREET AND TRUNKLINE FUND

COMPARATIVE BALANCE SHEET

June 30, 2005 and 2004

ASSETS

Due from State

TOTAL ASSETS
{ IABILITIES AND FUND BALANCE
Liabilities:
Accounts payable
Due to other funds
TOTAL LIABILITIES
Fund Balance
TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

100

2005 2004
160,826 $ 176,963
160,826 $ 176,983
5416 $ 6,251
155,410 -
160,826 6,251
- 170,712
- 170,712
160,826 $ 176,963




City of Marquette, Michigan

MAJOR STREET AND TRUNKLINE FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

REVENUES:
State sources

TOTAL REVENUES

EXPENDITURES:
Highways, Streets and Bridges:
Routine maintenance
Winter maintenance
State trunkline
Administration
Total Highways, Streets and Bridges

Capital Outlay - Construction:
Construction
Total Capital Outlay - Construction

Debt Service:
Principal retirement
Interest and fiscal charges
Total Debt Service

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):

Transfers in;
General Fund
Construction Fund

Transfers (out):
General Fund
Construction Fund

TOTAL OTHER FINANCING SOURCES {USES)

CHANGE IN FUND BALANCE

Fund balance, beginning of year

FUND BALANCE, END OF YEAR

2005 2004
Variance with

Actual Final Budget Actual

Final GAAP Positive GAAP

Budget Basis (Negative) Basis
$ 1,200,750 $ 1,212,351 $ 11,601 $ 1464257
1,200,750 1,212,351 11,601 1,464 257
392,231 383,208 9,023 307,755
558,080 537,861 20,219 493,093
107,840 108,692 (852) 97,679
268,795 260,457 8,338 267,431
1,326,946 1,280,218 36,728 1,165,958
372,900 4,193 368,707 -
372,900 4,193 368,707 -
279,900 279,899 1 266,355
64,150 684,149 1 75,896
344,050 344,048 2 342,251
2,043,856 1,638,459 405 437 1,608,209
(843,146) (426,108) 417,038 (43,952)
841,775 309,761 (632,014) -
- - - 744 6520
- - . {529,556)
- (54,365) (54,365) -
841775 255,396 (586,379) 214 664
(1.371) (170,712} {169,341) 170,712
170,712 170,712 - -
$ 169,341 $ - % {169,341) $ 170,712
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City of Marquette, Michigan
LOCAL STREET FUND
COMPARATIVE BALANCE SHEET

June 30, 2005 and 2004

2005 2004

ASSETS
Due from Sfate $ 115,998 60,545
TOTAL ASSETS § 119,898 60,545

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable 5 1,362 495
Due to other funds 118,636 60,050
TOTAL LIABILITIES 119,998 60,545
Fund Balance - -
TOTAL FUND BALANCE - -
TOTAL LIABILITIES AND FUND BALANCE $ 115598 80,545
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City of Marquette, Michigan

LOCAL STREET FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES [N
FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

REVENUES:
State sources

TOTAL REVENUES

EXPENDITURES:
Highways, Streets and Bridges:
Routine maintenance
Winter maintenance
Administration
Total Highways, Streets and Bridges

Capital Qutlay - Construction:
Coenstruction
Total Capital Cutlay - Construction
Debt Service:
Principai retirement
interest and fiscal charges
Total Debt Service
TOTAL EXPENDITURES

EXCESE OF REVENUES OVER
{UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES):
Transfers in- General Fund
Transfers (out) - Construction Fund
TOTAL OTHER FINANCING SOURCES {USES)
CHANGE IN FUND BALANCE

Fund balance, beginning of year

FUND BALANCE, END OF YEAR

2005 2004
Variance with
Actual Final Budget Actual
Fina! GAAP Positive GAAP
Budget Basis {Negative) Basis
$ 657,000 $ 585,853 3 (71,147) § 575,373
657,000 585,853 {71,147 575,373
421,744 410,225 11,519 350,348
556,620 556,620 - 553,233
260,936 263,424 (2,488) 261,172
1,239,300 1,230,268 9,031 1,164,753
8,560 682 5878 274
6,560 682 5878 274
30,105 30,101 4 28,645
6,500 6,899 1 8,162
37,005 37.000 5 36,807
1,282,865 1,267,951 14,914 1,201,834
(625,865) (882,098) {56,233) (626,461)
625,641 682,098 56,457 682,874
- - - (56,413)
625,641 682,098 56,457 626,461
(224) - 224 -
$ {224) § - $ 224 $ -
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City of Marquette, Michigan
CONSTRUCTION FUND
COMPARATIVE BALANCE SHEET

June 30, 2005 and 2004

2005 2004
ASSETS
Cash and cash eguivalents 3 888,552 $ 2812342
Accounts receivable 344 526 344 526
Due from other governments - 114 B73

TOTAL ASSETS § 1,233,078 $ 3271741

LIABILITIES AND FUND BALANCE

Liabilities:
Accounts payable 3 420,069 3 235 464
TOTAL LIABILITIES 420,069 235,464
Fund Balance 813,009 3,036,277
TOTAL FUND BALANCE 813,009 3,036,277

TOTAL LIABILITIES AND FUND BALANCE _§ 1,233,078 $ 3271741
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City of Marquette, Michigan

CONSTRUCTION FUND

SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL

For the Fiscal Year Ended June 30, 2005
With Comparative Actual Amounts for the Fiscal Year Ended June 30, 2004

REVENUES:
State and Federal sources
Investment income
Private sources

TOTAL REVENUES

EXPENDITURES:
Capital Qutlay:
Pubtlic works
Highways, streets and bridges

TOTAL EXPENDITURES

EXCESS OF REVENUES QVER
(UNDER) EXPENDITURES

OTHER FINANCING SOURCES {USES):
Issuance of debt
Transfers in:

General Fund

Maijor Street Fund

Local Street Fund

Stermwater Utittly Fund

Water & Sewer Fund
Transfers (oui);

Major Street Fund

Stormwater Utility Fund

TOTAL OTHER FINANCING SOURCES

EXTRAORDINARY ITEM:
Fiood costs

CHANGE IN FUND BALANCE
Fund balance, beginning of year

FUND BALANCE, END OF YEAR

2005 2004
Variance with

Actual Final Budget Actual

Finat GAAP Positive GAAP

Budget Basis (Negative) Basis
$ 2,348,836 $ 32,000 8 {2,316,836) $ 1,130,984
- 58,079 58,079 20,252
443,000 157 474 (285,526} 563,706
2,791,836 247 553 (2,544,283} 1,714,942
3,140,423 2,315,093 825,330 1,538,470
5,904,456 220,621 5,683,835 1,648,048
9 044 879 2,535 714 6.509,165 3,186,518
(6,253,043} (2,288 161) 3,964,882 {1,471,576)
- - - 5,178,100
530,622 10,528 (520,094) 262,157
340,000 54,365 (285,635) -
- - - 56,413
1,424,000 - (1,424,000) -
1,143,000 - {1,143,000) -
- - - (744,620}
; . . (75671)
3,437 622 64,893 {3,372,729) 4676379
) - - {168,526)
(2,815,421) (2,223,268} 592,153 3,036,277
3,036,277 3,036,277 - -
$ 220,856 3 813,009 $ 502 153 $ 3,036,277
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